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NATIONAL POLLCY AND ISSUES 


REPORT ON SOLE RESPONSIBILITY, COLLECTIVE ENTERPRISES 





HK1380327 Beijing RENMIN RIBAO in Chinese 11 Jan 85 p 5 


[Article by Gu Xinde [6253 2450 1795] and Chen Zhijun [7115 1807 6511]: “Adhere 
to the Principle of Assuming Sole Responsibility for Profits and Losses, Enhance 
the Vitality of Collective Enterprises") 


[Text] The means of production of the collective enterprises in the cities and 
towns are directly owned and controlled by the workers in the collective enter- 
prises, so they can own and control their common products of labor. This will 
surely require the collective enterprises to be in the position of an inde- 
pendent commodity producer, so as to ensure the realization of their own 
economic interests. That the collective enterprises, as an independent economic 
entity, adhere to the principle of assuming sole responsibility for profits 

and losses, and have the power, the pressure, and the motive force for their 
development will have an important impact on enhancing their vitality. 


In carrying out the principle of assuming sole responsibility for profits and 
losses, the collective enterprises will inevitably repel and resist outside 
interference and monopolization of their own economic affairs, and demand to 
have their own decisionmaking power in their management. Owner.cuip is an empty 
word if we only orally recognize the ownership of the means of production of the 
collective enterprises, but do not respect, or eves expropriate, the managing 
power of the collective enterprises, 


In carrying out the principle of assuming sole res,onsibility for profits and 
losses, the collective enterprises will bear responsibility for all the profits 
and losses and bear the pressure. After the enterprises have paid the tax and 
the stipulated part of the profits to the higher authorities, all the remaining 
profite should belong to the enterprises. The state will bear no responsibility 
for the losses of the enterprises and in turn, the enterprises should not 

"eat from the same big pot" of the state. Likewise, the enterprises should not 
"eat from the same big pot" among themselves, although it is necessary and 
possible for them to cooperate with each other on the basis of voluntary 
participation and mutual benefit. 


After carrying out the principle of assuming sole responsibility for profits 

and losses, the enterprises will be able to improve their economic results 

and the workers’ incomes, if they carry out their management resolutely, improve 
their administration, raise their labor productivity, quality, and competing 
ability as well as the ability to carry out self-reform and self-development. 











The close combination of economic power, economic responsibility, and economic 
interests comprises the complete contents of collective enterprises’ assuming 
of sole responsibility for profits and losses. Without one of them, we wil! 
have no way to invigorate the collective enterprises. For a long time in the 
past, higher authorities assumed unified responsibility for all the profits 
and losses of the collective enterprises, and all the collective enterprises 
“ate from the same big pot,” thus cutting the direct link of the collective 
enterprises and the workers with their work results. What is more, higher 
authorities exercised strict and excessive control on the collective enter- 
prises and deprived them of their own decisionmaking power in management, so 
that the basic feature of collective enterprises was obliterated and they 

lost their vitality and vigor. So, in order to invigorate collective enter- 
prises, we must ensure that collective enterprises really and wholly carry out 
the principle of assuming sole responsibility for profits and losses. 


At present, most of the collective enterprises have changed from unified to 
sole responsibility for profits and losses, but the question of collective 
enterprises’ assuming sole responsibility for profits and losses has not been 
completely settled. This is manifested in the following three aspects: /irst, 
some of the government departments and higher authorities are still accustomed 
to the management methods they used to manage the collective enterprises in 

the past and interfere too much in the collective enterprises, so that the 
collective enterprises cannot exercise well their decisionmaking power in 
management; second, the problem of the properties of the collective enterprises 
being indiscriminately requisitioned can sometimes still be seen; third, the 
collective enterprises in some districts still "eat from the same big pot" 
among themselves or assume unified responsibility for profits and losses in 
disguised form through getting or paying an excessive proportion of cooperative 
undertakings’ funds. All these problems have a serious effect on the col lec- 
tive enterprises and must be solved as quickly as possible. 


It is necessary to point out that there is a difference between the collective 
enterprises’ assuming sole responsibility for profits and losses and the sole 
responsibility for profits and losses borne by the enterprises under the system 
of ownership by the whole people. The collective enterprises’ assuming of sole 
responsibility for profits and losses is a double embodiment ot the ownership 
and the power of operation, so the collective enterprises are completely 
responsible for their own profits and losses; the sole responsibility for 
profits and losses borne by the enterprises under the system of ownership by the 
whole people only embodies the power of operation, thus being sole responsibility 
for profite and losses in a relative sense. This difference is reflected by 

the tax paid to the state. The collective enterprises only pay income tax and 
tax on products, whereas the enterprises under the system of ownership by the 
whole pecple have tc pay regulatory tax to the state besides paying the two 
other kinds of taxes. The state will be held responsible in a certain degree 
vher enterprises under the system of ownership by the whole people suffer losses. 
In fact, the relationship between the state and the enterprises under the system 
of ownership by the whole people is different from the relationship between the 
state and the collective enterprises, which is not only reflected by assuming 
sole responsibility for profits and losses, but also by the methods of practicin, 
democratic management and distribution according to work. So long as the forms 
of the ownership of the means of production do not change, the difference between 
the two kinds of enterprises will not disappear. 
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NATIONAL POLICY AND ISSUES 


REPORT ON SIGNIFICANCE OF REFORM DECISION 
HK221536 Beijing GUANGMING RIBAO in Chinese 7 Jan 85 p 3 


[Article by Duan Ruofei [3008 5387 7236]: "A Major Breakthrough in the Theory 
and Practice of Socialism") 





[Text] The "Decision of the CPC Central Committee on Reform of the Economic 
Structure” (hereinafter referred to as the “Decision") is a programmatic docu- 
ment in guiding the reform of our economic system. When people read it, they 
are attracted to its new ideological content, and they deeply feel that this 
new ideological content is completely rooted in the broad practice of life. 
Its theoretical argumentation, its conception of patterns, and its policies 
and rules are completely based on the realistic and historical experience of 
practice. It is in no way fettered by any outmoded theories and traditional 
patterns. On the contrary, in a brave theoretical move, it breaks through the 
outdated concepts and ossified patterns that inhibited and puzzled people for 
a long time. Vibrant materialism and dialectics are its life and soul and 

are its most outstanding features. Proceeding strictly from practical life, 
the "Decision" has mapped out the blueprint for overall reform, guided by the 
fundamental principles of Marxism and on the basis of summing up rich positive 
and negative experiences. It is a program which guides the reform of our 
economic system, and is a major breakthrough in the theory and practice of 
socialism. 


The Theoretical Core and the General Blueprint of the Reform of the Economic 
Structure 


The "Decision" is a program which guides us in conducting an all-round reform 
of the economic structure. It affirms that it is the socialist economy as 

a planned commodity economy on the basis of public ownership which is the 
theoretical core of this progran. 


Why should we say that the planned commodity economy is the core of the whole 
document? Let us try to view it frum several major angles. 


1. The "Decision" points out: Invigorating enterprises is the central Link 
in restructuring the national economy. The core of invigorating enterprises 
lies precisely in making an enterprise a relatively independent economic 
entity which should become a producer and operator of socialist commodity 








production that is independent and responsible for its own profits and losses, 
that *s capable of transforming and developing itself, and that acts as a legal 
entity with certain rights and duties. 


2, The "Decision" points out that reform of the price system is the key to 
the reform of the entire economic structure. In our existing price systen, 
the prices of many commodities reflect neither their value nor the relation 

of supply to demand. Pricing is the most effective means of regulation, and 
reforming the existing price system and establishing a rational price system 
is the key to the reform of the entire economic structure. At the same time, 
the "Decision" also emphatically points out that it is necessary to make the 
best use of both the domestic and foreign markets and to actively promote 
horizontal economic exchanges. The essential significance of these is to create 
the necessary conditions for the full development of the commodity economy and 
to open up the path for the conscious utilization of the law of value. 


3. The “Decision™ explicitly affirms that in the socialist commodity economy, 
there must be competition which js significant in promoting the development of 
production. This is 4 thorough implementation of the theory that "the socialist 
economy is a planned commodity economy." Competition is the natural characte: 
of a commodity economy. A commodity economy without competition can hardly be 
called a true commodity econvay. Value can only be determined through competi- 
tion, and the role of the law of value can be given play only through competition. 


The maladies of the existing economic structure, which have formed over the 
course of history, are varied, but they my be summarized in one point: They 
inhibit and stifle the growth of the commodity economy. Reform--that is, the 
reform which is to be basically completed in 5 years as urged by the "Decision"-- 
means a change from the old economic pattern to a new economic pattern and from 
an ossified pattern that inhibits the rapid development of the productive forces 
to a lively and vigorous economic pattern that facilitates the rapid development 
of the productive forces. In short, this new pattern means a planned commodity 
economy based on socialist public ownership. 


The “Decision” points out that our overall economic reform consists of the 

reforn of the planning system, the reform of the price syste.a, the reform of 

the system of state organs in administering the economy, the reform of the system 
of labor and wages, and other reforms. Our goal is to establish a planning 
system which integrates unification with flexibility, a price system which 
sensitively reflects the changes in value and the changes in supply and demand, 

a management system which realizes the separation of the functions of government 
and enterprises and which correctly executes the role of the state in managing 
the economy, a wage system which accurately reflects the principle of distribu- 
tion according to work under the condition of a commodity economy, and so forth. 
The synthesis of all these aspects amounts to a planned commodity economy system. 
To set up a planned commodity economic structure on the basis of public owner- 
ship is the general goal and the general blueprint of our present reform of the 
national economy. 








liow Should We Interpret “Planned Commodity Ecoaomy on the Basis of Public 
Ownership" 


The socialist economy is a "plecned commodity economy oa the basis of prblic 
ownership,” which is a matter-of-fact theoretical generali-ation of the 
socialist economy. This theoretical thesis of great significance may be 
understood by the following: 1) The socialist economy is a commodity economy. 
Therefore, the fundamental law of a commodity economy--the law of value (see 

p 351, Vol LII of the “Seiected Works of Marx and Engels)--is at work in the 
whole process of operation of the socialist economy, playing the role of regu- 
lation in various fields such as production, circulation, distribution, and 
consumption. 2) This kind of commodity economy is a commodity economy under 
the system of socialist public ownership; in other words, it is commodity 
economy under the system of various economic forms guided by pvblic ownership, 
which is differen* from other forms of commodity economy. What it embodies 

is an economic relationship with equality, mutual benefit, and cooperation 
among the socialist laborers and between different groups of socialist 
laborers. 3) This commodity economy is a planned economy. Because of the 
realization of the socialist system of public ownership, unified planning 
(including mandatory plans and guidance plans) is not only necessary but also 
possible. However, it must be made clear that. on the one hand, certain aspecis 
of a commodity economy can be planned, and on the other hand, certain aspects 
of a commodity economy cannot be planned. Commodity and it is a combination of 
things which can be planned with things which cannot be planned, and is a 
unification of planning and not planning. A complete planned commodity economy 
is but wishful thinking, and seeking it is certain to encounter obstacles in 
practice. The level of planning is determined by the level of economic develon- 
ment, the level of scientific and technological progress, the level of economic 
management, and others. Therefore, our unified economic plans at present can 
only be rough and elastic. However, cur socialist commodity economy has a 
certain aspect capable of conducting unified planning. In this sense, the 
socialist economy is also a planned economy, This should be affirmed and upheld. 


The nature of the commodity economy of our socialist economy is not something 
left over trom capitalism nor something aaded from outside, but is something 
inherent. That is to say, comnodity economy is a universal and requisite form 
of exchanging laber relations in the socialist economy. Why? This is because 
under the situation of the development of world capitalism, it is possible for 
those countries and regions in which capitalism has been developed to a certain 
extent but has not yet been fully developed, in an adequate international and 
domestic environment, to step onto the road of socialist development without 
going through the complete capitalist stage of full development. However, 

the stage of a fully developed commodity economy cannot be transcended. Our 
country has entered the socialist society, but it is still in the stage of the 
development of commodity economy. The profound economic cause of the creation, 
existence, and development of commodity economy (it is necessary to write 
another special article if this cause is to be studied) is still a strong 
objective reality which cannot be neglected in the slightest. The era in which 
commodity economy is fully developed in our country is approaching with full 


momentum. 





The socialist commodity economy is different from other kinds of commodity 
economies, and it has its own characteristics and special rules. It is very 
important to realize this distinction. However, as a commodity economy, its 
development must follow the universal rules for the development of commodity 
economy. This is independent of man's wishes and will. The crux of the 
problem lies in the root of historical progress being the development of pro- 
ductive forces, the most fundamental task of socialism being the development 
of the productive forces, and Marxism attaching the greatest importance to 
the development of the productive forces. Under the condition where the 
socialist commodity economy is fully developed, all the outdated practices 
which are incompatible with and not in line with the quick tempo and intense 
rhythm of the movement of the law of value--lax discipline, slackness, sloth, 
procrastination, and so on--will be eliminated; striving for timely, swift, 
efficient, and economic results; doing one's best in work and active explora- 
tion will become the key to our social life; and the wisdom and force which are 
stored in our great Chinese nation will spring forth like the eruption of a 
volcano, creating miracles for the world and writing a brand-new chapter in 
the rapid development of the productive forces. 


Our socialist society is still in the historical stage of developing a commodity 
economy, and it is essential to acknowledge that our socialist economy is a 
commodity economy, that is, a socialist commodity economy. Our planning system 
and the entire economic system must be placed on this realistic basis and they 
should never be placed on an illusionary product economy which in effect amounts 
to a natural economy. 


A Major Breakthrough in the Theory and Practice of Socialism 


The relationship between socialism and the commodity economy has been an im- 
portant probiem concerning the theory and practice of socialism since the birth 
of the doctrine of socialism, 


The doctrine of socialism was created at the beginning of the 16th century. 

From the book "Utopia," which was published in 1516 by the utopian socialist 
more to the writings of the utopian socialists in the middle of the 19th century, 
commodity economy was almost invariably linked together with private ownership, 
leading to the conclusion that socialism will eliminate private ownership and, 
consequently, commodity economy. 





After the 1840's, the doctrine of socialism, after criticism and transformation 
by Marx and Engels, was basically developed from a utopian doctrine to a 
scientific doctrine. However, with regard to the relationship between socialism 
and commodity economy, Marx and Engels maintained that they were mutually 
repellent. In his "Critique of the Botha Program," Marx wrote: In the first 
stage of communism, "the producers do not exchange their own products; the 

labor consumed in producing the products does not manifest itself here as the 
value of these products." ("Selected Works of Marx and Engels," Vol III, p 10) 
That is, socialism is the end of the left of commodity economy. This thesis was 
completely adopted by the succeeding socialists. 











On the eve of the October Revolution, Lenin continued to uphold the above 
thesis in his "State and Revolution.” In the first few years after the victory 
of the October Revolution, Lenin put into practice the idea that socialism 
must eliminate commodity economy, resulting in entry into a blind alley. 
Enlightened by the practice of social life, Lenin, who was devoted to mterial- 
ism and dialectics, resolutely put forward the "new economic policy" in 1921, 
and treated the restoration of commodity economy as the central link in the 
transition to socialism." However, Lenin's view on the certainty and necessity 
of commodity economy was limited to the transitional period from capitalism to 
socialism. As for the destiny of commodity economy after entry into the 
socialist society, the social practice at that time did not encounter this 
question, nor did Lenin provide an answer for this question. 


In 1952, Stalin published his "Problems Concerning the Socialist Economy of 
the USSR," which affirmed theoretically and explicitly, but to a limited 
extent, the role of "commodity production and the law of value under the 
socialist system"; that is, commodity is confined only to the materials of 
consumption, and the law of value can only play a regulatory role in the field 
of circulation and can only play an influential role in the field of production. 
This theoretical generalization was a factual reflection of the reality of the 
Soviet economic pattern; up to this point, the theory that socialism and 
commodity economy completely repelled each other was at last broken through, 
and the conclusion that socialism and commodity economy could partly accommodate 
each other was determined. However, in Stalin's socialist economic pattern, 
commodity economy only occupied a relatively minor position, and the major 
portion in the pattern was the planned economy which excluded commodity economy. 


After World War II, socialism was practiced not by an individual country, but 
on an international scale, and a series of countries stepped onto the road of 
building socialism. The contradiction between the progress of the socialist 
practice on a broad scale and the traditional theoretical pattern of socialism 
became increasingly evident. The new contradiction prompted people to ponder 
new problems and to try to gain a new understanding. Some ideologists, 
theorists, and politicians proposed various new ideas which posed a challenge 
to the traditional theoretical pattern. 


Stalin's socialist economic pattern exerted profound influence on the socialist 
practice of our country. With regard to the socialist practice on the basis 
of this pattern, important achievements were made on the one hand, and many 
defects were created on the other. In the mid-1950's, our party began to per- 
ceive these defects and put forward the strategic idea of taking our own road. 
However, because of the increasing "leftist" tendency in the guiding ideology, 
the exploration of taking our own road was not successful, and new defects were 
added to the existing defects of that pattern (such as serious egalitarianisn, 
and so on). With respect to the relationship between socialism and commodity 
economy, although Mao Zedong put forward some correct views at the end of the 
1950's and some progress was made, in his later years he put forward another 
views that the socialist commodity production and currency exchange were not 
much different from those in the old society, and they should be restrained 
under the dictatorship of the proletariat, which was a step backward from 
Stalin's theories. 











After the 3d Plenary Session of the llth CPC Committee, our party resolutely 
set things to rights and restored the original idea concerning the relation- 
ship between socialism and commodity economy. On this basis, our party 
continued to advance, studied the domestic and international, present and 
historical, and positive and negative experiences; compared different views 
which were put forth in the exploration; absorbed the positive results from 
the theoretical studies and discussions; and greatly developed the original 
rational ideas. At the 3d Plenary Session of the 12th CPC Committee, the 
frame of Stalin's socialist economic pattern was at last broken through. In 
the "Decision," the socialist economy is explicitly stipulated as a planned 
commodity economy on the basis of public ownership. This is a qualitative 
leap forward in terms of the relationship between socialism and commodity 
economy. On this basis, the "Decision" has made clear and scientific judgments 
concerning a series of relevant theoretical problems and has made correct 
decisions on policies dealing with a series of problems related to the reform 
of the national economy. This essentially means a change from the theory and 
pattern of the planned economy that restrains commodity economy to the theory 
and pattern of a planned commodity economy. This is a major breakthrough in 
the theory and practice of socialism and is an importent development of the 
scientific socialism of today. 


The socialist practice since the October Revolution shows that the correct 
understanding and handling of the relationship between socialism and commodity 
economy has a paramount bearing on the success of failure as well as the 
prosperity or decline of the socialist economy and even of the entire socialist 
cause. With regard to the problem of socialist revolution, Lenin put forward 
the thesis that “one country will first achieve victory," and guided the 
Russian October Revolution to victory. Proceeding from the reality of our 
country, Mao Zedong upheld taking the road from the countryside to the city, 
and guided the Chinese democratic revolution to victory. In thc same way, on 
the basis of correctly understanding and handling the relationship between 
socialism and commodity economy, the "Decision" puts forward the theoretical 
pattern of a planned commodity eccnomy on the basis of socialist public owner- 
ship, which will surely guide our socialist economy along the path of vigorous 
development. 


The day when China's economy takes off is not far away. 
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AWARDS GIVEN FOR ENGINEERING DESIGNS 
OW261634 Beijing XINHUA in English 1512 GMT 26 Jan 85 


[Text] Beijing, 26 Jan (XINHUA)--A total of 123 engineering designs were 
awarded gold medals by the state here today for skillful use of new tech- 
nologies and high rates of economic efficiency. 


They were among over 200,000 projects completed between 1980 and 1983 in 
energy, transportation, industry, science and technology, civil construction 
and commerce, as well as agriculture and forestry, an official said. All of 
them had undergone tests for at least one year, he added. 


In addition, another 600 excellent designs were given awards by ministries, 
provinces and municipalities. 


Most of these designs came up to the advanced international standards of Che 
late 1970's or early 1980's, the official noted. 


The Gezhouba water conservancy project on the Yangtze, one of the longest rivers 
in the world, was designed by China itself. Its sluice gates have withstood 
a flow rate of as much as 720,000 cubic meters per second. 


New techniques introduced by an institute in northwest China in designing a 
water purification vessel have helped to shorten the water purifying period and 
reduce construction cost, thus creating a new method for building water supply 
projects. 


An investment of 300 million yuan was saved after the original designs for 
32 pairs of coal shafts were revised. 


According to the official, China has about 3,200 state-owned design units, 
mainly involved in designing large and medium-sized projects. 


At present, he said, the government is also encouraging collective units and 
individuals to take part in design work so as to boost economic construction, 
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HOUSING CONSTRUCTION, ASSIGNMENT IRREGULARITIES THWARTED 
OW202158 Beijing XINHUA Domestic Service in Chinese 0105 (MT 18 Jan 85 


[Excerpts] Beijing, 18 Jan (XINHUA)--Information released by the Central 
Discipline Inspection Commission shows that, as a result of implementing the 
commission's open letter on halting irregularities in housing construction and 
assignment, such irregularities have been basically and verifiably thwarted 
among party member-cadres in all parts of the country over the past year or so. 


In an open letter publicized on 19 March 1983, the Central Discipline Inspec- 
tion Commission instructed party members and cadres to stop their irregular 
conduct in housing construction and assignment. Guided by the open letter, 
party committees, and discipline inspection commissions at all levels acted 
firmly in stopping ir:egularities in housing construction and assignment, and 
they have now basically accomplished the task of investigating and handling 
housing irregularities. According to statistics from 29 provinces, munici- 
palities and autonomous regions, by the end of November last year 14,000 party 
member-cadres at and above county-level areas or regimental-level units in the 
country were discovered to have practiced the kind of irregularities mentioned 
in the open letter. In accordance with the open letter's instructions, various 
locaiities investigated the cases of 13,016 people; people have moved out from 
quarters with a total floor space of 217,828 square meters; and a total of 
1,881 party member-cadres have been punished with party or administrative dis- 
ciplinary measures for having violated party discipline and corrupted party 
values by abusing their authority in housing construction and assignment, thus 
encroaching on the masses’ interests in this area, 


The acts of stopping irregularities in housing construction and assignment 
according to the open letter's guidance have played a positive role in rectify- 
ing party style. This can mainly be observed in the following facts: 


—Improper conduct in housing construction and assignment has now been basically 
thwarted in most parts of the country and departments. Such practices as "going 
through the back door," which was usual and taken for granted before, and making 
business deals and seeking personal gains in housing, and abusing authority 

for housing reasons have now become very unusual. Today whoever acts improperly 
with regard to housing will promptly be reported and denounced by the public. 


—Following the open letter's instructions, many party member-cadres have learned 
a vivid lesson on party spirit and party style, and heightened their 
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consciousness in heeding the masses’ interests and obeying laws. Some comrades 
have taken the initiative of moving out from quarters for which they are not 
eligible. 


--People have come to realize that institutional measures should be adopted 

to plug the loopholes in housing construction and assignment. In accordance 
with their specific circumstances, mai localities and departments have formu- 
lated regulations and rules for housin,., -onstruction and assignment, and these 
regulations and rules have played a positive role in thwarting housing 
irregularities. 


--The conspicuous successes that have been achieved in stopping irregularities 
in housing construction and assignment according to the open letter's guidance 
have increased the confidence of ca'res and masses in rectifying party style, 
and have played a significant role in improving party-people relations. In 
some provinces and municipalities, people have lauded the act of assigning 
vacated quarters to “homeless families," "congested households," and middle- 
aged and old intellectuals. 





To guard against perfunctory thwarting of housing irregularities, all provinces 
and municipalities have, since March 1984, conducted an extensive inspection of 
the work according to requirements, thus speeding up the process of handling 
unresolved neglected problems. The Centra! Discipline Inspection Commission 
maintains: While the overwhelming majority of departments and units were earnest 
and successful in following the open letter's instructions, as shown by the in- 
spection, the masses of some localities and departments are dissatisfied with 
their work, which is not firm and positive enough in handling certain problems 
efficiently. In some localities irregularities keep cropping up during the pro- 
cess of stamping them out. All these problems must be dealt with simultaneous- 
ly along with party rectification. As the situation continues to develop and 
change, the unhealthy tendency of taking advantage of one's authority to seek 
personal gains will likely reappear in a new form. From now on, all localities 
must consider stopping such an unhealthy tendency as a routine operation and 
deal with it as soon as it surfaces. 
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STATE ECONOMIC COMMISSION OFFICIAL DISCUSSES COOPERATION 
OW200348 Beijing Domestic Service in Mandarin 1200 GMT 16 Jan 85 


[Text] Zhao Weichen, vice minister in charge of the State Economic Commission 
pointed out: In promoting economic and technological cooperation this year, 

it is necessary to emphasize the development of various forms of lateral ties 
among enterprises and regions and further expand the exchange of economic 
information and technology at home. In particular, it is necessary to increase 
economic results, invigorate large enterprises, ani develop the role of large 
enterprises in promoting economic and technological cooperation. We must strive 
to develop lateral economic relations among large enterprises and various 
regions and departments. 


Zhao Weichen told a reporter of this station: Great progress was made in pro- 
moting economic and technological cooperation throughout the country last year. 
According to an incomplete statistical report, various provinces, municipalities, 
and autononous regions signed more than 17,000 agreements on economic and 
technological cooperation among themselves, increasing by 100 percent compared 
with the number in 1983. The total amount of those economic and technological 
agreements signed by Jiangsu Province alone reached 1.3 billion yuan last year. 


Zhao Weichen said: This year, our country will develop in depth the reform of 
the economic structure, and we must vigorously develop and strengthen economic 
relations among enterprises and regions. 


He mentioned a number of tasks which should be done properly this year: 


1. It is necessary to further expand economic and technological cooperation and 
exchange at home and organize well economic development and cooperation projects 
which are vital to the development of the national economy. 


2. It is necessary to organize and promote the development of and support for 
the old revolutionary bases, areas where people of minority nationalities reside, 
and remote regions. 


3. It is necessary to give full play to the superiority of large enterprises 
and promote and develop their role in economic and technological cooperation. 


4. It is necessary to promote economic and technological cooperation and ex- 


change with foreign countries. 


CsO: 4006/314 
12 

















JPRS-CPA-85-016 
13 February 1985 


NATIONAL POLICY AND ISSUES 


REPORT ON EQUATING COMMODITY ECONOMY, CAPITALISM 
HK250812 Beijing GUANGMING RIBAO in Chinese 20 Jan 85 p 3 


[Article by Xu Jingde [6079 4737 1795] and Yang Zhichao [2799 1807 6389]: 
"Socialism Is the Highest and Final Phase of the Commodity Economy") 


[Text] It is held in traditional political economy that capitalism represents 
the highest form of the commodity economy. As a natural inference from this 
viewpoint, the socialist commodity economy, no matter how highly it is 
developed, will never exceed the developmental level of the commodity economy 
in capitalist society. In essence, this confuses the characters and charac- 
teristics of the commodity economies under the two different social systems. 


The socialist commodity economy is a planned commodity economy. Public owner- 
ship of the means of production and the planned and proportionate development 
of the national economy can prevent the anarchic conditions in production and 
thus ensure that the development of the socialist commodity economy far exceeds 
the high level that the capitalist commodity economy can attain. At the same 
time, the development of the socialist economy also requires that the commodity 
economy reach a level higher than that attained under the capitalist system. 

in the general process of economic development in human society, the vigorous 
development of socialist commodity production and exchange represents an objec- 
tive requirement and an inevitable process of the development of the socialist 
economy. In human history, there are three basic socioeconomic modes, namely, 
the natural economy, the commodity economy, and the product economy, that 

have held or are holding a dominant position in production activities. The 
economies in primitive, slave, and feudal societies fall into the category 

of the natural economy in the main; the economies in capitalist and socialist 
societies fall into the category of the commodity economy; and only the economy 
in future communist society will be a product economy. Fconomic development 

ip any country or region must experience in sequence the different stages 
“epresentative of the above three economic modes. It is impossible to leapfrog 
the stage of the commodity economy and to turn a natural economy directly into 
a product economy, and any attempt to do so will prove vain and futile. The 
commodity economy is bound to exist and develop in a socialist society. This 
is an inevitable and objective trend in socioeconomic development and represents 
a historical stage that no society can skip over. Only when commodity produc- 
tion and exchange are highly developed can production be highly socialized and 
can the material conditions for establishing a communist product economy 

be created. 
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In the general process of human historical development, the supreme and 
final stage of the commodity economy should never lie in capitalist society 
but in socialist society. This is because only the high development of the 
socialist commodity economy can ensure the substantial enhancement of social 
productive forces and a great abundance of products, which form necessary 
conditions for a gradual transition from distribution according to work to 
distribution according to needs and for the transition from the socialist 
commodity economy to the communist product economy. 


The traditional viewpoint that capitalism represents the highest form cf the 
commodity economy is mainly based on this argument that the commodity economy 
holds a dominant position in a capitalist sccioeconomic structure and all 
products and services are turned into commodities. Even man's labor power 
becomes a commodity and his conscience, morality, reputation, social status, 
and love are all tainted with the color of commodities. In my view, it is 
not a proper and scientific way to use the above argument to prove that 
capitalism represents the supreme form of the commodity economy. 


First, this argument just proceeds from the low standard of the natural economy. 
As compared with the self-sufficient natural economy in feudal society, the 
commodity economy indeed holds a dominant position in capitalist society, where 
commodity production and exchange are extensively developed in all economic 
sectors. However, in the general process of human history, capitalism is not 
able to become the highest forn of the commodity economy. The existence and 
development of the basic contradictions in capitalist society render commodity 
production in 4 constant anarchic condition, and the periodic economic crises 
are all the more destructive of the social productive ferces. By contrast, the 
socialist public ownership system and the planned development of the national 
economy are able to open up broader prospects for the development of the 
commodity economy, and this superiority of the socialist system is something 
that the commodity economy under a capitalist system can never match, 


Second, whether labor power is a commodity or not cannot be used as a yardstick 
to judge whether a commodity economy is developed to the highest level. I 

would rather say that labor power being a commodity is a special characteristic 
of the capitalist commodity economy and does not represent the general character 
of the commodity economy. The main yardstick for judging the developmental 
degree of a commodity economy should be: The scope and scale of the commodity 
economy in the production of material wealth; the degree of society's application 
of the law of value and various economic levers; and the effect of the develop- 
ment of the commodity economy on the enrichment of social products and on the 
development of productive forces. 


Third, the reduction of man's conscience, morality, reputation, social status, 
and love to mere commodities merely reflects the decadent nature of the 
capitalism system, and should not be regarded as an intrinsic feature and an 
inevitable result of the commodity economy. This is a major reason why some 
people tend to equate the commodity economy with capitalism. 
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BRIEFS 


VILLAGE, TOWN ENTERPRISE PEVELOPMENT--Beijing, 23 Jan (XINHUA)--Riding on the 
tide of reform, China's village and town enterprises are developing vigorously. 
Preliminary statistics of the departments concerned show that in 1984, village 
and town enterprises employed 33 million people, 2 million more than in 1983, 
and that total output value of village and town enterprises (including those 
run by individuals) could be as much as 150 billion yuan, the total output 
value of village- and town-run enterprises alone being 95 billion yuan, a 
26.5-percent increase over that in 1983. Village and town enterprises tended 
to expand into processing, mining and especially tertiary industries last year. 
In the first half of 1984 alone, rural industries processed a total of 

30.1 billion jin of grain. In the same period, some 5 million peasants were 
engaged in commercial and service undertakings. [Excerpts] [Beijing XINHUA 
Domestic Service in Chinese 0804 GMT 23 Jan 85] 
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PROVINCIAL AFFAIRS 


ANHUIL'S GOVERNOR SPEAKS AT ENTERPRISE MEETING 
OW250131 Hefei Anhui Provincial Service in Mandarin 1100 GMT 23 Jan 85 


[Excerpt] The second provincial meeting cn the technical progress of enter- 
prises was held in Hefei from 15 to 20 January. Participants included deputy 
administrative commissioners and vice mayors in charge of technical progress 
work, as well as responsible persons of concerned departments and bureaus 
directly under the provincial government, and those of prefectural and city 
economic committees, financial bureaus, industrial and commercial banks, 
construction banks, and the Bank of China. Governor Wang Yuzhao and 

Vice Governor Zhang Dawei spoke at the meeting. 


The meeting implemented the guidelines of the second national meeting on 
technical progress of enterprises, conveyed the instructions of leading comrades 
of the State Council, summed up the province's experience in promoting technica! 
progress, discussed and studied policies and measures for promoting such pro- 
gress, and studied the 1985 plans for technical development, technical trans- 
formation, introduction of new technologies from other places, and the upgrading 
of products, 


On the tasks of technical progress for 1985, the meeting pointed out: It is 
necessary to conscientiously carry out the policy of laying emphasis on technical 
transformation, renovation, and expansion of existing enterprises during the 
Seventh 5-Year Plan, and in the early stage of the Eighth 5-Year Plan recently 
put forward by the party Central Committee and the State Council. It is also 
necessary, on the basis of enterprise consolidation, to accelerate technica! 
development, pay keen attention to technical transformation, speed up import 

of new technologies, promote technical management, and conduct mass technica! 
innovations and cooperations, with the aim of raising economic results, upgrad- 
ing the quality of products, and reducing the consumption of energy and raw 
and semi-finished materials. 


The scope of the province's technical transformation has been enlarged this year. 
Investment is expected to increase 28.4 percent over last year's level and, of 
that, loans extended by banks will increase by 19.17 percent, and privately- 
collected funds, 38.9 percent. Moreover, various means, such as trust funds, 
leasing, various kinds of low-interest loans, loans for purchasing foreign 
exchange, and credit loans to sellers and buyers, are provided to support the 
technical transformation of enterprises. The import of technologies will also 
double the 1984 level, and a total of 1,500 new products are expected to be 
developed. 


CSO: 4006/ 314 
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LIAONING CALLS FOR LEAKNING FROM JIANGSU PROVINCE 
SK250556 Shenyang Liaoning Provincial Service in Mandarin 1030 GMT 24 Jan 85 


[Text] This morning, the provincial people's government held a meeting at the 
Liaoning Renmin Theater to Listen to a report given by the provincial group 

that visited Jiangsu Province to conduct observation and study. At the meeting, 
Governor Quan Shuren stressed that the provincial level organs should set them- 
selves as examples in making up their mind to learn from Jiangsu and to catch 
up with it in order to accelerate the pace of developing the economy in 

Liaoning Province. 


Not long ago, the 12 leading comrades of the provincial CPC committee and the 
provincial people's government, including Dai Suli and Quan Shuren, made a 
9-day special trip to Jiangsu Province to carry out observation and study. 
They personally witnessed that Jiangsu Province has made rapid progress in 
developing the economy since the 3d Plenum of the llth CPC Central Committee 
and that the broad masses of cadres and the people had been full of vigor and 
conducting reforms in full swing, engaging in the program of building the four 
modernizations, and in striving to become well-off. All members of the group 
were considerably educated and inspired during the trip. 


At the meeting, Governor Quan Shuren dwelt on the following four issues: 1) With 
regard to the speed, Jiangsu Province has made faster progress than us in 
developing the economy. 2) In terms of conditions, our province is not at all 
bad. 3) What we should do is find out where we have lagged behind. 4) We hould 
be determined to learn from Jiangsu and catch up with it. 


He stated: Our province is qualified to learn from Jiangsu Province and to catch 
up with it. We should develop our strong points and overcome our shortcomings. 
In Line with the experience gained by Jiangsu Province, we should find out where 
we have been Lagged behind and do a good job in grasping our work. First, a 
good job should be done in conducting ideological remolding. We should regard 
economic construction as the focus of our work and develop the commodity economy 
in a planned manner. In work, we should concentrate on conducting reforms among 
urban economic systems. By placing emphasis on enlivening key enterprises, we 
should vigorously develop economic contacts among units at the same level. We 
should concentrate our efforts on successfully developing village-owned enter- 
prises and readjusting business structures in rural areas in order to link the 
rural economy with the urban economy. By conducting technical renovations and 
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building key projects in the fields of energy resources and transportation, 

we should, in practice, do a good job in improving the backward aspects 

having vital bearing on economic development in the province. We should 
vigorously train and employ talented people in a responsible manner and 

make efforts to develop new products and to upgrade our technical standard. 

We should accelerate the pace of building economic zones in southern 

Liaoning and enable these zones to foster and spur economic development 
throughout the province. Efforts should be made to relax policy restrictions 
and to do a good job in conducting economic coordination with outside provinces. 


Attending the meeting were mre than 2,000 cadres, who were quite entertained 
by the report given by Governor Quan Shuren. The reporters affirmed that, 
during the 3-hour speech, the meeting hall was unusually calm now and then, 
and on occasion also burst forth with understanding laughter as well. The 
meeting proceeded in good order. 


CSO: 4006/314 
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UOUVINCLIAL AFFALAS 


OVERVIEW OF 35 YEARS OF EQONOMIC CONSTRUCTION IN YUNNAN 


hunming JINGJI whLaTt fAnsuo [INQUIELY L3.00 ECONOMIC PROSBLI'S] in Chinese No " 
2U Sep us ry %~15 


[Article by Zhwn,, Qiqin,, [69655 6356 1907] of the Vlanniny Committee Yuunan 
Vrovince. “Sum up Our Experience, Press forward- In Celebration of the 3.th 


Aaniversary of the Foundin,, of Our State") 


[Text] It has been 35 years since the founding of the People's Vepublic of 
China. Like the rest of the country, Yuonan has under:sone cartiishahin: uy 
heavals and has traversed tortuous pati. 


imu ec Accomplishments Since the Touncdin: of Our State 


The building of socialism is a »reat historical development, but in the vast 
territory of our country and under Yunnan's specific conditions, the path o} 
the development of vur socialist econony can hardly be straipht. Vacts have 
proved that this path has come to be blazed by continuin; to improve throurh 
peactice, percention and a,ain practice and by continuins to develop throu) 


advances, sethacks and a,ain advances. 


The triumph of « new democratic revolution demonstrated the Liberation of 
our social productive forces [rom the old production relations and the re 
lease of their great ener,y. tn the 35 year process, along with the cont inuedl 
readjustment of our production relations, the economy of Yunnan lrovincee jas 
continued to march torward. The development of the province's econony has 
been both a prucess of continued development on the part of our product ive 
fucces and a process of continued adaptation between our production relat fons 
and our productive forces. Especially since the 3d Plenary Session of the 
Lith Party Central Committee, the return to order Crow disorder has taken 
place in our juldin,, idevolory and the economy of Yunnan lrovince has been able 
to cast off its ‘leftist’ constraints ow! embar’ upon a healthy, stable path 
of development. What Yunnan has achieved after 35 years of construction is ce 
(lected mainly in the followiny. 


lL. kstaublishment of a Socialist Heonwnic System. Tromw the economies o! t'r 
various forws of capitalist, feudalist and slave socicties before Iihberation, 
iunnan has been trausiormed into 4 socialist cconomic system under which pub 
Lic ownership enjoys absulute dominance and the practice of tu each accord in, 
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to his work is lollowec. This is no doubt a historic leap. An economic sys 
teu Lor,ed by nany economic elements with the state-run gconomy as the main 
Stay is becomin;, better and better in the process of development. Lt has 
mobilized the consicerable enthusiasm on the part of the vast ranks of the 
asses of the people in developing, our production. This has fully demon- 
strated the incomparable superiority of tle socialist system. 


2. k&stablishment of a Lefinite Economic Base and Considerable Development of 
Our Productive forces. During the past 35 years, the state has invested more 
tian 23.3 billion yuan in Yunnan. The province now has newly acynired Fixed 
assets of more than 16.6 billion yuan and has established more complete in- 
dustries such as steel and iron, non-ferrous metals chemicals. coal, elec 
tricity, mwachinery electronics, construction materials, construction, lLiht 
industries and textiles and food. There are now more than 7 300 industrial 
enterprises throughout the province. In the case of hiziways the lenyth iias 
increased from 2,700 km to over 65,000 km, thus realizine the goal whereby 
more than 97 percent of areas in every county is covered by this hishway 
network. In the cause of railways, the Guilin-Kunmin: Line and the Chancdu 
hunwiin,, line leading, to the interior have been added. There has been a con- 
Spicuous improvewent in the conditions for apricultural production: reservoir: 
with a capacity of 5.6 billion cubic meters and attendant systems of irri; ation 
uave been built, power for agricultural use has reached more than 5.11 million 
horsepower and the irrigated acreaye of the province's farms has increase: 
trom 15.6 percent to 33.8 percent. The province's total industrial and acri 
cultural output value has scored a progressively annual increase of 7.? per 
cent, with the industrial total output value iucreasiny from 160 million yuan 
to 6.92 billion yuan, representin;, an increase of 43.5 times, and the apri 
cultural total output value increasing from 926 million yuan to 6.948 billion 
yuan. representing an increase of 3.1 times. Food grains have increased frow 
/.66 billion jin to 19.1 billion jin. Retail sales of social merchandise 

have increased from 361 million yuan to 5.853 billion yuan. Bank deposits 
huve reached 1.25 billion yuan. Especially since the 3d Plenary Session of 
the llth Party Central Committee, Yunnan's ecunomy, even in the midst of re 
adjustment, has still maintained a rather fast speed of development. urine, 
the first 3 years of the Sixth 5-Year Plan, our total industrial and agri 
cultural output value scored a progressive annual increase of 9.7 percent. At 
present, the countryside economic retorm with the joint-production contracted 
responsibility system as its point of departure is developing both in breadth 
and depth and is also spurring on our industrial development and reform of our 
urban economic system the tide of economic development with the realization 
ot a quadruple increase of our total industrial and apricultural output value 
by the end of the present century as its goal is surging forth vigorously 
right now. 


3. Considerable Readjustment in Economic Structure. DBefore liberation, 
Yunnan's economy was a natural one predicated primarily on ayriculture 
whereas its ayricultural economy was in turn a simple one predicated on food 
»rains, hence, its commodity econo.ny was extremely underdeveloped, and basical 
ly there was no industry. The past 35 years of development have also con 
stituted a process of continued readjustment in the economic structure. Alon; 
with the development of our tial productive forces, the ratio between industr, 
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and a,riculture has chan,ed frow 64 percent to 36 pereent to 90.4 percent to 
19.0 percent. Within the light industr, sector, those light industries wit, 
industrial products as tiueir raw aaterials are continuiny to increase. “Vit':in 
the heavy industry sector, the processiu, industries are sradually develepinu . 
the »rovince’s cconowic structure has ;.radually become well adjusted and is 
advanciny right now while reflecting Yunnan's economic characteristics and 
under the momentum of demonstratin; Yunuaa's stron: points. 

4. Preliminary Deployment of Lconomic “Acran;sements. Purine the vast 3% 
years the ccouumic development of Yunnan Proviace has proceeded cradually 
from the cities to the countryside, Crow the interiors to tiie border re. iow: 
and from the plaias to the hills without interruption, This has preliminarily 
chan,,ed the candition under which the province's ceonomic arranyements cou 
Verved toward one coruer and were conceutrated in the cities. Because our 
economic arranvenents Lave developed irow individual points toward broad 
areas, those industries distributed in the specialized counties have alreacy 
reached about 60 pereent of the total industrial output value of the  »ro- 
vince. Lhe specialized counties alread, have their own power. coal, wach 
inery construction waterials and Li: ht industries. The province's power 
 ~euerators installed in the power stations of its countryside have alread, 
reached the capacity ot 570 OCO kilowatts. 


». Continued Development of Cultural aw! Lducational "nterprises and Cons id 
erable Lmprovenent in Leonomic and Technolo;,ical Competency. turin, the past 
3) years, preat numbers of educational, cultural, public health, sports and 
broadcastin, tucilities have been built. he number of in school studeats in 
various institutions in the province has increased [rom 304, L006 to 9,496,200, 
and that in institutions of hi;her learnin; has increased from 2 to 22) with 
the number of in-school students increasing from 2,481 to 29.990.  Tnvestiant 
in eyuipment industries and the cquipment, tools and instrunents used in 
scientific research has reached more thin 6 billion yuan, thereby consider 
ably elevatin,, the technical equipment level of the woderntzation of our enter 
prises. In the case of many enterprises, they have developed [Crom production 
in handicraft workshops to modern production and [rom simple processin:, pro- 
duction to certain highly sophisticated pioneering products. The provineec 
already has at its command 222,000 of the various scientific and technical 
yersonnel distributed in such departments as industry, capital construction, 
compunications, a,riculture and forestry, commerce, public works in the 
cities, science and education. secause the province has during the last few 
years strengthened its external economic and technoloyical cooperation, it 

has adopted such practices as issuiny invitations, dispatchin : study sroups 
and en),a;,ing in cooperative manarenment and has sipned a large number of econ- 
omic and technical cooperation projects with advanced provinces and municipal 
ities throu;hout the country. It has also imported some advanced technolo;ies 
and equipment from abroad. ALl this has greatly raised Yunnan's economic 
technical and nmana;enent level. The fully mobilized labor productivity rate 
in the province's industrial enterprises has increased frow 7,169 yuan in the 
early days after Liberation to 10,960 yuan tn 1903. These enterprises are now 
capable of producin,; wany superior products that are competitive throuyiont 
the country or that enjoy brisk sales abroad. This [ts an important indicator 
vi a Yunnan's economic and technical level. 











6. Considerable Inprovement in tie Material and Cultural Liviny Standards of 
the Vast Sanks of the Masses. Since Liberation, che proportion of the in 
school students o! various institutions in the province to the overal! pro 
vincial population has increased from 3.6 percent to 12.4% percent. In the 
province's countryside, the averas,e annual wovie-soing {requency per person has 
reached 20 times or so; the average number of hospital beds per 1,000 persons 
has increused from 0.04 to 1.93, the average annua! per-person consumption 
leve) for the province's residents has increased from 51 yuan to 242.1 yuar 
the avecaye annual wage per person tor staff and workers has increased from 
371 yuan to £57 yuan, the averare uet income of an individual countryside 
commune sember has increase! from 130.6 yuan in 1978 to 275.4 yuan; and the 
savings deposits of urban anc rural citizens have increased from less than 40 
million yuan tv 1.617 billion yuan. In the last few years in particular the 
yuestion of a comfortable Livelihood has been Larvely solved in the country 
Side, and we ure acvancin;, toward the destination of becomin: well-to-do. In 
the case of urban residential housiny, in the provincc, the averaye increase 
durin, these last few years has avera,ed 1.972 million quare meters each year, 
whereas in the countryside, about 5 percent or more of farmin:, households 
have built new houses. Industrial consumer goods in the countryside have de 
veloped irom a low toward a high Jevel with the sales volume of bicycles, 
watches, radios and television sets increasing in great quantities. This 
iully demonstrates that the livin; standards of the people of Yunnan have 
truly inproved conspicuously. 


Lxperiences anc Lessons in the Buildins, of Socialism 


Durin, the past 35 years, the buildin, of socialism in Yunnan has not only 
accumilated considerable material wealth but has also yielded profouad exper- 
iences and lessons. ‘this constitutes a precious s; iritual wealth, in exchangs 
fur which we have paid with a hure amount of work and at a high price. To 
sum up such cxperiences and lessons will he of creat benefit to our economic 
development thereafter. In summary, there are in the main the ‘ollowing sev- 
eral areas: 


lL. It Is Necessary To Handle Vell tie Relationship Between Uconomics and 
Politics. Economics is the founcation, whereas politics is the concentrated 
reflection of economics but politics, in turn, influences economics. Correct 
political principles and a political situation of stability and unity are in- 
dispensable conditions for assuriny the smooth progress of economic construc 
tion. However, politics cannot take the place of economics, and political 
slogans cannot replace economic goals. To adopt political movements for the 
sake of accomplishing our econonic tasks and to resort to mass movements with 
fanture in carryin, out our economic construction have proved, in Lact, to 

be inauspicious for the normal operation of economic construction and produc- 
tion activity. Iu addition being eager in seeins, results, raising, targets and 
accelerating speed in economic construction without a factual basis and, in 
our attempt to establish Yunnnan's independence, without a complete economic 
system, resorting for lony periods to the practice of ‘pursuin;, greater size 
and a higher desree of public ownership,’ eating, from the common pot, securin: 
an iron rice bowl and abiding by e,alitarianism all violate objective economic 
laws and all contravene the wishes of the vast ranks of the masses. Economic 











developrent is the crystallization of the fruits of labor as well as science 
and tCechnoloyy, it las its own laws anc attributes and it is necessary tu base 
ourselves on objective Laws in formulatin:, our line, principles and policies 
lor ccouomic construction anc to waintaia their stability and cortinuity in 
order to maintain tix sustained enhancenwent of our productive forces. Viola 
tion of this rule is Liable to entail pceaulties anc setbacks, on the other 
hand wastery of, aad adaptation tv, this, rule is Likely to mobilize fully 
the enthusiasm of the vast ranks of the masses and demonstrate the superiority 
of the socialist system. These are experiences and lessons which we should 
profoundly internalize. 

2. Economic Constructiou lust te Combined with Seience and Technolory as Vell 
as Social Development. Uconomic develo; ment cepends on scientific and teeth 
nulo,ical pro;cess and the development of the economy and teclnolo;y in turn 
constitutes the material aad tecinical Couucation for sucial development: 
these tauree Ltactots are tatually supplewentary and complementary. The ulti- 
wate ,oal of economic development aims at improvin;, to the maxirmm the material 
and cultural Livia;, standards of the vast ranks of the nasses. Yor low, per- 
jods in the past, we paid attention ouly to economic construction and over - 
looked the development oi our socicty au! science and technolony stressed 
production but i,aored our Livin, conditions and put emphasis on economics but 
ne, lected science and tecimolusy by re:.irdiny intellectual investwent as non 
productive construction. In the case of such non-productive construction our 
coustructive arran;ewents were fow, but transfers, reductions and conpressions 
were quite numerous. Vor a considerable period, non-productive works wale up 
less than 20 percent of the province's total scale of construction, and of 
this housia;, construction in turn took up about 20 pereent. Practice proves 
that in order to accelerale our speed am! catch up with the nation as a whole, 
cure our poverty and achieve wealth as soon as possible, cducation anc science 
must take precedence. Without such a loug-range strateyic point of view we 
can hardly set rigit the relationship between the two and make them promote 
each other aud enable them to develop harmoniously. “akin; a point to watch 
over our population increase and to maintain the ecological balance also con 
stitutes an important aspect of the uuity of our economic and social develop- 
went. If our population increases too fast and our ecolosy should lose its 
balance, we will be unable to attain our y;oal of economic development. 


3. It Is Necessary To Develop Our Natioual Economy in a Vlaaned and Proportion 
ate Manner. <A socialist economy is a planned cconomy, developiny, our ceonomy in 
a planned and proportionate manner reilects the requirement of objective econ- 
owic Laws and is capable of waintainin;, its sustained and stable speed ot 
yeowth and achievin;, high speeds from stay to stage. Nlowever, during certain 
periods, such as the 3 yesrs of the “yreat Leap forward " we partially stres- 
sed the possibility of havin; 1 horse run speedily alead, so that 10,000 horses 
would Collow at a preat pallop, by thiakin;, that takin; food ;,rains as the key 
Link would spur on the overall developmeat of our agriculture and that taking 
steel production as tic key Jink would spur on the overall development of our 
industry. This as resulted in the serious iwbalance in the proportionate 
development ot our national cconomy. In the case of steel production, it 
abruptly increased frow 50,C00 tons to °40,000 tons anc did not return to the 
90,000 ton Level until 6 years later. in the case of food «rains, their 
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procuctiou remained at about 1? billion jin for © years. ‘tecause of this econ 
etic instability characterized by great increases and decreascs and sinilar 
setbacks, the vitality of our national economy was greatly sapped. and tiis 
hac the cliect of keeping the production of our oil products, suyar cane 
tobacco and non-ferrous metals. coal, cement, electronics products, sugar. 
ci.jarettes and similar principal products down or uncertain for a few years 

in a row. iistorical experiences have told us that cnong the proportionate 
relationships, the nost important is that the accunulation ard consumption in 
our national income should be in proportion to each other. Proceecin: [rom 
the concrete conditions of Yunnan, we are aware that when the rate of our ac 
cunulatioa is waintained at about 30 percent, it will be appropriate. Ti it 
should fall too low. owr construction will be affected. ‘Sut if it should rise 
two iyi), our consumption will suffer. Apart From this we naust still maintain 
coordinated development between our industrial and aypricultural sectors and 
also coordinated developnent between the proportions of our food prains and 
civersiiication within agriculture and of our Licht industries and raw mater 
ial:; industries as well as processing industries within industry. Civiny: 
precedence to our energy, communications and construction materials industries 
is also an important aspect of maintainins, such a proportionate development. 
Therefore, we trust strengthen the comprehensive balance in our planning, and 
solve the problems with respect to proportionate development in time. 


4, larye scale Decision Making ‘lust Be Kept Under Control and Controlled 

well, Whereas Nicroeconomies Should be Liberalized and Unlivened. <A planned 
economy is the important characteristic of the socialist cconomic system. an! 
it is also the important demonstration of its superiority. We oust take full 
advantage of this characteristic in order to ensure the direction and speed of 
tie development of our socialist econony. liowever, economic activity is also 
a very complicated and continuously changin; movement; it has its own internal 
laws of movement. Of course, it is by no means unknowable, and strengthenins 
our investip,ation, study and economic prognostication should help us advance 
from the khin;dom of necessity toward the kinydom of freedom. As lonp as we 
ivllow natural laws and economic laws and do a yood job in nanas,ins, our larpe- 
scale decision making, such as that which concerus the relationship between 
accumulation and consumption, the speed, proportions and points of emphasis in 
our cconomic development, production arran;,ements, scale of capital construc- 
tion, finance, credit loans, resources an! balance in foreign exchanse, we 
will be able to liberalize and enliven our wicroecononies. When plannin;, is 
too extensively controlled and too ri,idly controlled, enthusiasm in produc 
tion is bound to be constrained and the development of our productive forees 
is liable tiereby to become hampered. We can only proceed with our control 
irom the point of view of the comprehensive economic results for the entire 
society and, under the premise of such macro-benefits, combine the principle 
and flexibility in our uniform plannin; as well as pradec mana;ewent, in our 
planned economy as well as market readjustment, plus those in our plans of 
implementation. Today, we must pet a handle on extending our market readjust- 
ment and on enlivenin;, our economy. So long as we proceed from Yunnan's char 
actcristics, we can always fornulate nore flexible and more open policies that 
reflect Yunnan's realities. Only thus can we accelerate the speed of econonic 
“evelopment in Yunnan. 
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Vaanecipate Our Thinkin,,, *ress Ahead 


ja order to change the bachward couditioa ia which the Level of Yunnan’s econ 
omic devclopmeat Culls fur below that of the country in general aud to cealiz. 
by the end of this century tie wa;nificent , val of quadrupling, Che overall 
anuual industrial and a;.ricultural output value ia the woole province, 
accordin, to the directive of the party Central Committee coneerain, the ik 
velopment of the reat southwest we must continue to implement the principles 
of readjustment, restructuring, consolidation and improvement = strai:jiten our 
econonic relationships, and iurther shiitt ouc national cconony onto the cours« 
with the improvement of our ecconowic results; as its center. We iust advopi o. 
tective measures, carry out the ciange Frow a closed economy to an open ero. 
owy aad the change Crow a raw waterials exporting cconomy to a raw waterials 
processin,, econony | the chanjye Frou a uatural cconomy to a canmodity econ 


vluy. We nast gradually establish forestry and animal husbandry bases Tilit 
iudustry bases predicated upoa food industries anc heavy industry bases presi 
cated upou non-ferrous wetuls aud phosphorous products as well as coal ani! 
electric eneryy bases so as to bring, about a new situation in our economic 
construction and blaze a new path for pressin;; ahead. for this reason: 

L. we Must Understand Yunnan Anew, Further: Emancipate Our Tirinkiny aid fale 
our Strides Ahead. Yunnan's characteristies. present conditions and futur. 
tast be understood anew in the process of tie thorough elimination of — lelt 
ist ideas in our widst. We must understand that since its Liberation 
especially since the 3d Plenary Session of the llth Party Central Committee 
Yunnan Province has indeed achieved ;, reat results, but compared to the countiy 
as a whole our economic Level falls far behind, as our brotherly provinecs 
have developed far faster than we have done. Yunnan's population makes up 3.3 
percent of that of the whole country, but its total industrial and apricultur 
al output value makes up only 1.7 percent ot the country's total, this rele 
yates its per-capita Level of social products to a Low position in the country. 
Therefore, we should overcome our [eelin,s ot blind complacency and reluctance 
to make progress and establish the ideals of wantins, to make forward strikes 
and rouse ourselves to catch up. We nust recoynize that although Yunnan al- 
ready has a deiinite foundation in its economy and also possesses a few pillars 
tuat would help maintain the speed of its economic development in the past few 
years, its economic foundation remains weak ana its cconomic pillars still 
carry certain unstable tactors. Because of this, we should conscicnt ious ly 
overcome our inclination to while our days away by diggin;, into our old capital 
aud to maintain our speed by relying on the means of small production, be 

vrave enough to break throuyh conventions and old formulas, explore vew reali 
erect new pillars and establish the idea of Ciphting a big: battle Lor econonic 
development. We wust reco;nize Yuonan's characteristics in beiny situated in 

a border repion with numerous nationalities, in having a sreat portion of the 
hilly areas with great differences in climate and in permitiny: a sap between 
its social and economic development as well as the complexity, ramifications 
aud imbalance that these characteristics briny with them in our ceonomic ane 
suvial development so as to overcowe conscientiously our practices ol senera! 
izatiou and “treating everythin;, the same way” and thereby to establish the 
ideal of proceeding, Lrom reality, adaptin:, to local conditions and providiny 
vuidauce accordiu,, to diverse cateserices of thinness and to have each catecory 
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play its efiective role in the development of our cconomy. We oust understand 
that while Yunnan is situated in a border re,ion with difficult communications 
auc backward science and technologies which impose constraints on factors of 
development in our economy, its area is vast and its resources are rich, it 

has muuerous fine products and many such products are attractive and competi- 
tive in the domestic and world market anc its future of development is bright. 
so we can thereby overcome our inclinations to wait passively or to be resigned 
to its own backwardness. Only by thoroughly overcomin;, our conservative and 
narrow small-farm economic ideas and the influence of “lIeftism can we 

achieve an understanding of Yunnan's economic development that is more scien- 
tiiic anc more in accord with objective reality; only by understanding Yuanan's 
cconowy anew can we further cmancipate our thinking, estabJish our confidence 
and prowotc an economic take-off. 


2. It Is hecessary To Determine the Direction of Yunnan's economic Development 
and Harch Toward the Broad Universe of Yunnan's Advancement. In followin:, the 
line of seekiny, truth from facts. proceedin: from Yunnan's reality, developin:: 
its stron, points and constructing an economy of with Yunnan's characteristics, 
we uust ain at achieving depth and breadth in our development. Since Liber 
ation, Yu-nan's economic development, especially in the case of our modern 
industries, has been centered mainly in the eastern re;;ion with Kunminy,, Cejiu 
(including, Kaiyuan), Donj,chuan and industrial cities of the Like as its core. 
Since Liberation, the agriculture in this resjion has aclieved a quite satis- 
factory development, its mineral resources have been exploited to a definite 
exteat and it has established bases for electric power, coal, metallursy, 
wachinery, clectronics and construction matcrials. Uereafter, it must exploit 
them in greater depth. But the major efforts in the province's cxploitation 
shall be made in warching toward the following yoals: 


virst, in marching, toward the vast hilly and seni-hilly regions. These hilly 
and semi hilly regions, which make up 94 percent of the province's total area 
are situated at cifferent elevations and latitudes, they constitute three- 
dimensional natural conditions and a characteristic three-dimensional econony , 
and the rici plant, animal resources and mineral resources they hold in store 
are yreat treasures to be exploited. Ilere are not only 1.3 billion cubic 
meters of forestry reserves but, because of heavy rainfall and the short cycle 
in the growth of the plants, various timber forests, economic forests, orchards 
and fast-yrowth rich forests can be developed, a production base of the 
country's large-size lumber matcrials can be built and bases of many kinds of 
forest by-products and indigenous special products can be established. Uere 
are not only abundant animals of all kinds but, with large tracts of frassy 
hills and grassy slopes properly utilized, animal husbandry can also be ;,reat- 
ly developed and a base of livestock built that would supply its commodities 

to both domestic and external markets. The province already has more than 200 
million nu of hilly land and grasslands where the practice of privately allo- 
cated iiills and individually contracted hills las already been in cffect. This 
has had a profound impact on wobilizin; the vast ranks of the peasants to ex- 
ploit and taie advanta;c of these vast res ions. 


second in marchin;, toward the southern border resions with tropical and sul- 
tropical characteristics and the river valley re;ions of the central north. 
ere the climate is hot and the land is fertile, it is a rare anc not yet 
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fully exploited treasurcland. Yoday, the planting of up to a willion nu of 
tubber has been ordered, and up to a willion ou of susar eane have been plant 
ed, there are tropical crops such as pepper, coifce and southern herbs ane 
there are also rich uaverground mineral resources. The area of the land tl 
eau be utilized is very extensive anid fits extent of utilization cemains rattier 
low. The currently produced supplies here are low in quantity and few in 
varicty. There is still a vast region which can be exploited but which is not 
yet recognized by us. lere is a realm where we can en.ape in laccve seale 
exploitation and accomplish a preat deal. 

third, ia marchiin,, toward exploitin: southwestern Yuonan’s winerais water 
power, Lorests and similar resources. Siace Liberation on aecount oF re. 
sous Jin: communications and econowic deployment pany re, ions in southwestern 
tuanan still are virgia Land to be exploited, aad the resources: already Cis - 
covered such non-ferrous wetals as lead zinc, copper. tin, platinnia, 
verminium, iron ores and forests in the upper reaches of the Jinsiia Jian:, 
tewmiin unused. Water power resources of the Lancan:, Jian, Ta Jian, and Jiasha 
Jiang also rewain ja Llar;e territories that ‘ave yet to be explored. The hey 
to the sustained developwent of Yunnan’s ceonony and to the question as to 
waether or not we can quadruple our output value lies in the overall exoloi 
tation of southwestern Yuanan. 

3. It ls Necessary To Determine the Uodel for Yunaan's Feonomic Pevelopment 
and To Ustablish an Uconowie Structure of Cood Circulation. The wodel for 
Yuunan's economic development Frou now va will be a yood circulation with the 
characteristic of havin, its own superfor resources and an externally oriented 
economic structure. Such a model will be saliently reflected in the following 
areas. 


First, we shall develop an a:riculture-Licht industry system with agriculture 
as the point of departure and a heavy industry systeu with minerals as its 
point of departure including, coal, electricity, machinery, construction 
materials and similar industries, plus a sovd circulation in the province's 
economy with the two tatually prowotins and witually depending on each other. 


Second, we shall develop a naulti-level cconomiec structure by advancing fron 
agriculture and industrial raw waterials to processinsg, and re processing, «is 
well as processing in depth and conprebensive utilization. 


Third, we shall implement an economic structure predicated upon the combina 
tion of core enterprises with wedium-size and small enterprises, with these 
medium-size and small enterprises in addition, as its wainstay. In the 

case of the core enterprises that are likely to have a major tmpact on the 
overall economy, we must develop them, esvectally coal, electricity and com 
munications. For instance, for projects Like eastern Yunnan's coal mines 

tie Manwan power station and the Cuanas-"ia railway which brin;, their major 
rule to bear upon the provinee's economic development , we naust actively strive 
to arranse for tieir construction abhead of time; otherwise, our cconomic ce 
velopment in the Latter 10 years of the century will Lack a reserve in our 
enetyy. The various Localities should also have their own core enterprises 
but such core enterprises require considerable investment and also co throuyh 
a lony, cycle in tucir construction, whereas their Feedback fa terms of proiits 
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cowes iu slowly. Under such circumstances, we shoulc even more dilisently 
adapt to local conditions by developin;, medium-size and small enterprises. 


This is determined by Yunnan‘s three-dimensional economy and the conditions 
oi its resources distribution. 


Yuurth, under the condition of havin _ the economy of ownership by all the 
pcople as our dominant system, we shall Libecralize our policies, enersctically 
develop our urban and rural collective and individual economies and implement 
u combination of the economy of all the people. the collective economy and 
tne individual cconomy. We wust. while developin,, specialized houscholds, 
xey Houscholds and economic combinations, at the same time cause the urban 
and rural collective economies to achieve a faster development in the near 
term, strive to have the proportion of the output valuc of the collective 
incustries ia tie overall tadustrial output value increase from 14.9 pereent 
today to about 30-40 percent and thereby cause the commodity cconomies in the 
countryside and the scattered swall cities and townships to achieve s;reater 
development, thus making it possible for the inereasin:, number of raw water- 
ials ;,nowin; capital and the surplus labor in the countryside to be fully 
utilized. 


4. Ut Is Necessary To Crasp the Important Links That Affect the Overall Situ 
ation and Accclerate Our Pace in Vressin), Ahead. If Yunnan is ;oine to keep 
up with the pace of the whole country's econowic development, the border re 
ions are goin, to shorten their gap with the advanced regions of the interior 
aud our rich resources are to make a yreater contribution to the state, then we 
hust ; rasp certain basic links that are related to the whole situation ot our 
development and overcome unfavorable concitious and restrictive factors. Only 
tius cum we accelerate our development and press Corward. 

First, we must blaze a path for the accumulation an! utilization of capital. 
accumulation and the proper utilization of capital are important conditions ior 
tic: expansion of reproduction. Our socialist construction requires a ;reat 
deal of capital. Yunnan is a poor province whose ecconomy is not quite de- 
veloped, its capital is Limited and what it has is not well utilized either. 
Apart from actively striving for support and assistance by the state, we must 
also try to enhance the supply of such capital. Within the province, we mist 
actively raise funds frow three approaches: one is to do our best to develop 
our production in order to increase our social wealth. This requires us to 
bring into play our strong points and develop »rocducts that command sales in 
the market and also high profits anc tax revenues as well as products that 

can be sold in preat volume at a low profit. Another is to make ;ood use of 
various bank luans. Still another is enerjctically to import capital from 
abroad. 

Jurin, the last [ew years, banks in Yunnan have cach year collected more ce 
posits than they issued loans, and funds beyond our Financial budgets an! roll 
over surpluses from preceding years also increased each year. Our Sinancial 
surpluses have also been rather sizable. This reflects, on the one hand, the 
excellent momentum in our economic development anc the improvement of oul 
economic results and, on the other hand, the fact that we have not properly 
utilized our capital. We must, on the one hand, continue to enhance the 
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supply of our capital and, on the other han.!, adopt measures to channel! our 
social capital to constructiou and do a ;o0o0¢ job in those matters that ailect 
the whole situation. We rast adopt all approaches in order to wake ‘ood usc o! 
vank Loans and, in the case of certain projects the operation of which mares 
repayment more difficult, seck to mobilize people's enthusiasm in usin, ove 
loaus by such methods as collectin;, low interest or no interest or lettin:, tre 
province, the prefecture or the couaty pay the interest. In order to culmne: 
better the results of the utilization of our investment, we should. in the 
case of capital funds within our budset an! of self-raised capital funds, re 
sort to chanpia;; allocations into walkin. loans and thereby thoroughly recor 
tie approach of eatin,, Crow Che cotsaon pot. 


Secoud, we must edpand the supply of talented personnel and pay atLlention to 
iutellectual investment. Insufficiency in juch a supply of talent is the 
fundameutal cause of the baclwardness of Yunnan's economic development. Only 
vy sivin; the cnhancemeut of such a supply of personnel and the acceleration 
of our intellectual investment the status of primary Laportance ran we veal fixe 
our detcriuination to press ahead. Ve must adopt various Torus, various clow 
uecls auc various methods in order to develop various kinds o° educationsl enter 
ptises and raise the yuality of our education, tneludines universities seceial 
ized colleses, televisioa universities, ecocrespoudence schools evenine univer 
Silies, training classes. ete. Ve iaist consetientiously iuplewent our iete! 
lectuals policy, cully wobilize the centiusiasm of our seientific ant techoieal 
persounel make good use ot our existing minpower and pay attention to tly 
role they play in our production an! construction. We rust enersetically ce 
velop our seientific research undertakings and extensively apply the results: 
oi our science and technolo; y as well as clectronics technolorvies. Ue rust 
alse adopt necessary hich-priority, policies to stabilize and import talent: 

in Gcienee and tec!moloyy. In the case of such a supply of talents in the 
natiouality areas alon;, the border an’ the cold areas at hisher clevations we 
hast coaduct research in one area after another and put forward difierent 
policies, so that we will lave not only a way to encourage people to joint 

our border re;ion development efforts ‘nit also measures for fosteria, loca! 
taleuts in order to speed up our cevelopment of the border re;,ions and hill: 


are.is. 


Third, we must vive ourselves a EFree hand in accelerating, our circulation and 
open up both dowestically and externally. In order to chan;,c Yunnan's bac ware 
state and narrow the pap between itseli aud the whole country we mist | ive 
ourselves a [ree haad ia expandia;, our channels of circulation. promotin. the 
development of our comwodity economy and fearlessly opening, up both domest i 
cally and externally. This is an important strateic measure for Yunnan. 
Openiny, up is for the sake of credein:: our economy, technolory, informition 
talents and capital in order to exchan;,e our resources and develop our commod- 
ity production and ultimately to realize the goal of accelerating Yunnan 's 
cevelopment. Between re;ions within the province there must be an opening: up 
the berder region nust open up to the interior, Yunnan must open up to extra 
provinetal regions and actively and positively engage itself in miltilateral 
cooperation with brotherly provinces; aud we must still more actively open up 
to foreign countries win forcicn ai’ and learn all advanced thiass from abros 
that are beneficial to us. Around’! the technical transformation of our esist 
in;, enterprises we rust combine with cis:estion, tonovation and promotion and 
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ener,,ctically iwport advanced teclmolovies, around the development of our 
superior cesources and superior procucts, we wust combine with the expansion 
ol our exports anc make active use o. forcign capital. We oust expand the 
external trade of our border re;ion, open up Lines of travel with Southeast 
Asia and, throuph burma, Thailand and elsewhere, establish our channels ior 
openin,, to the outside world. We must establish anchoraces at Shenzhen and 
eclseviere as windows that will accelerate our external trade sad importation, 
and we must strensthen our information work, mke cxtensive use of clectronic 
computers and ~pradually fore aa urbaa-rural informtion netvork co as to «ac 
celerate Yunnan's economic and technical development. 


Tourth, we must fearlessly carry out reform and oake forward strides. We nust 
continue to climwinate the influence of leftist” ideas and siall-farw economic 
tiinking aad dare to proceed Crow Yunnan’s reality, refrain from takin), only 
orders from above or reading only books, and we must operate accordiny, to 
objective cconomic laws and dare to innovate and reforu. The core of our re 
form consists of, first, our effort to solve the two “eatin: from the common 
pot practices and to implemeuta a systen of the unity of authority, respon 
sibility and benefits with tae “contract” as its content at the various levels 
jn ordcr to mobilize to the marinmum the enthusiasm of the wanarers, the opet 
ators and the producers. Second, under the premise of controllin:, an! 
maa: ing; well our larsc-scale decision makin; , we must enliven our micro- 
economies. Third, ve mist solve the problems whercbhy our production relations 
and productive [forces on the one hand, and our upper structure and economic 
base Ou Che other do not adapt to each other. In carryin: out our reform we 
must continue to stabilize and perfect our procuction responsibility syster in 
ayticulture, support the two households’ and cconomic combinations, develop 
our urban and rural collective econowies cneryetically dredjc our channels of 
circulation. sell wore at a lower profit. transport wore at a Lower fee and 
develop our commodity production. We must speed up our pace in urban reform 
actively promote the entire substitution of taxes for submission of financial 
incowe tu the case of the state-run enterprises, further extend the autonony 
of the enterprises, establish and perfect the various responsibility systems 
within the enterprises and solve well the question of distribution, In tie 
case of capital construction. we aust cdo a ood job in advanced preparat ton 
work and promote. as a wlole, investment by contract, contracting throu,h 
biddin;,, the chan,e [rom allocation to loans and similar practices. The 
counties must operate in firm adherence to the ‘Reyulations of Autonomy for 
the Nationality Regions " enhance the authority of the peelectures, counties 
minicipalities and enterprises in order to enable them to cnjoy greater auton 
omy in the use of manpower, financial resources and material resources and 
thereby briny, into play their eutiusiasm, initiative and creativity in re 
source exploitation in Yunnan and to accelerate the pace of Yunnan's cconomy 
and socicty. 


o»cr 
Sta ID 
C50. 4006/2058 
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PROVINCIAL AFFAIRS 


QINGHAL FORUM DISCUSSES INDUSTRIAL DEVELOPMENT STRATEGY 
HK250315 Xining Qinghai Provincial Service in Mandarin 1100 GMT 23 Jan 85 


[Excerpt] Recently, the provincial Advisory Committee and the provincial 
Federation of Economic Associations held a forum in Xining on the strategic 
development of local industries. Some 70 people attended the forum, including 
experts, schclars, and economic workers from economic research units, various 
industrial departments and bureaus, as well as departments concerned, 


The forum discussed the strategic focal point of the province's economic 
development and the present and long-term planning of local industrial 
deve lopment. 


On steps for developing local industries, the majority of the participants held 
that when grasping information, we should lay stress on such industries as 

food, automobile assembly, woolen and textile, fodder, and building materials. 
Proceeding from long-term planning, we should grasp well energy resources, which 
focuses on water, power and oil. We should also stress the chemical industry, 
which focuses on sylvite and natural gas, and the nonferrous metal industry. 


The participants unanimously held that in order to vigorously develop the 
province's industries, we must attract foreign capital, import technology, 
and practice the recruitment system on large scale. We must also let units 
owned by the whole people, by collectives, by individuals, and by foreigners 
to develop simultaneously. We must grasp well the newly introduced projects 
and the technical transformaticn of existing enterprises. 


Zhang Guosheng, chairman of the provincial Advisory Committee; Shen Ling, chair- 


man of the provincial CPPCC; and Vice Governor Yin Kesheng attended the forum 
and made speeches. 


CSO: 4006/314 
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PROVINCIAL AFFAIRS 





SICHUAN ECONOMIC STUDY GROUP VISITS JIANGSU 
OW220402 Nanjing XINHUA RIBAO in Chinese 31 Dec 84 p 1 


{[Text] A 25-member Sichuan provincial economic cooperation study group led 
by Comrade Jiang Minkuan, deputy secretary of the Sichuan Provincial Part) 
Committee and vice governor, arrived in Jiangsu on 21 December and left 
Nanjing for home on the afternoon of 30 December. 


During the study group's visit, Gu Xiulian, deputy secretary of the Jiangsu 
Provincial Party Committee and governor, and Chen Huanyou, member of the 
Standing Committee of the provincial party committee and vice governor, called 
on the study group and had wide-ranging discussions on expanding economi: 
cooperation between the two provinces. Responsible comrades of the Jiangsu 
Provincial Economic Commission, the Economic Cooperation Commission, the 
Scientific and Technological Commission, and the departments of Light industry 
textile, chemical industry, banking and trade, electronics, aquatic products, 
village and township enterprises, finance, and commerce respectively briefed 
the comrades from Sichuan on the situation in each commission or department. 
Then, comrades of the two provinces discussed economic cooperation between 
them. 


Entrusted by the provincial government, Comrade Xu Anshun, vice chairman . 
the provincial economic cooperation commission, accompanied the Sichuan study 
group on visit to a dozen factories and enterprises in Nanjing, Suzhou, Wuri, 
and Changzhou cities. 


At the end of the study group's visit, Comrades Jiang Minkuan and Chen Huanyou 


and their counterparts of the Sichuan provincial government signed a "lette: 
intent on economic cooperation between Sichuan and Jiangsu Provinces," 


CSO: 4006/314 
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BRIEFS 


SHANGHAL DELEGATION VISITS JLANGSU--A municipal delegation led by Mayor 

Wane Daohan and Vice Mayor Zhu Zongbao visited the (Meishan) base on 

2} January. The delegation called for building (Meishan) into an iron smelt- 
ing base in East China. Mayor Wang said: (Meishan) is an enterprise of 
Snanghai built in Jiangsu. It must step up efforts to coordinate cooperation 
with the localities, support development of the local rural economy, and strive 
to become an important window for economic integration between Shanghai and 
liangsu. [Text] [Shanghai City Service in Mandarin 2300 GMT 21 Jan 85] 


CSO: 4006/314 
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ECONOMIC MANAGEMENT 


HUNAN TAKES STEPS TO REFORM CONSTRUCTION INDUSTRY 
HK240354 Changsha Hunan Provincial Service in Mandarin 0000 GMT 23 Jan 85 


[Text] The reform of the economic structure has promoted the rapid development 
of the province's construction industry. In 1984 the per-capita labor pro- 
ductivity of the construction units run by whole people in the province was 
6.092 yuan, an increase of 11 percent over the previous year. The accumulated 
investment in capital construction was 1.55 billion yuan, an increase of 

9 percent over the previous year. 


Station reporters (Guo Zhen) and (Liu Dingguo) have summarized the transforma- 
tion the province's construction industry achieved last year in the following 
fields: 


1. The province has gradually changed the method of assigning construction 
projects by administrative means to that of bidding for construction projects. 
In 1984 enterprises in the construction departments in all prefectures, and 
cities in the province carried out some 1,500 construction projects by adopting 
the method of asking for bids. On average, construction costs dropped by 

6 percent and the construction period was shortened by [figure indistinct] 
percent, 


2. The province has changed the previous method of [words indistinct] to that 
of practicing the contract system in investment, thus changing the previous 
situation in which endless investment was made but still the completion of 
construction projects was delayed again and again. 


3. The previous methods of defining the total wage amount according to the 
number of persons in construction enterprises has been changed to that of 
[words indistinct]. A series of reforms have also been carried out in the 
management system of the building industry ranks. 


CSO: 4006/313 
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JINGJI GUANLI ON COMPUTING BONUSES FOR ENTERPRISES 
HK190232 Beijing JINGJI GUANLI in Chinese No 11, 5 Nov 84 pp 2-23 [as printed] 


[Article by Ren Zenglin [0117 1073 2651] and Pu Mingli [5543 2494 4409]: 
"How Should the Amount of Bonuses Be Determined To Avoid ‘Whipping the Fast 
Ox'?"] 


[Text] With the in-depth development in the undertaking of our economic struc- 
tural reform, the reform of the method of distributing bonuses has become an 
issue that is attracting popular attention. With the implementation of the 
reform measures of linking bonuses to taxes and profits and doing away with 
ceilings and floors, the enthusiasm of the enterprises and their workers and 
staff members will be further mobilized, so that they will make greater con- 
tributions to raising the standard of production and operations, enlivening 

the economy, and speeding up the construction of the four modernizations. 


However, the method currently in use is that, given that plans for delivering 
taxes and profits to higher authorities are fulfilled, the amount of bonuses 
actually distributed in the previous year is taken as the base figure for 
determining the bonuses with the bonuses increased proportionately to the 
increase in the taxes and profits delivered by the enterprise to the higher 
authorities. This method merely pives a vertical appraisal of the rate of 
growth of the economic results achieved by the enterprise, without providing 

a horizontal appraisal of the actual level attained by the enterprise in 
comparison with economic resuits {word indistinct] the overall situation. 

Thus, it often happens that compared with other enterprises in the same industry, 
some advanced enterprises having achieved a high level of development can only 
achieve a limited rate of growth in the current year because for the previous 
year the base figures for taxes and profits delivered to higher authorities 
were high. Very often, these enterprises achieve high labor productivity, 

a relatively high rate of profits and taxes calculated as a percentage of 
capital funds used, and make great contributions to the state, but they enjoy 
only very small proportional increases in bonuses. Conversely, relatively 
speaking, those enterprises initia'ly attaining a relatively low management 
standard have greater potentials for future growth because for the previous year 
base figures of taxes and profits delivered to higher authorities have been 

low; although these enterprises make smaller contributions to the state compared 
with the advanced ones mentioned above, they enjoy greater proportional increases 
in bonuses. This method, which stresses the rate of growth at the expense of 











the actual level attained, and which takes good care of those enterprises 
making small contributions, actually works to "scourge" those enterprises 
making great contributions. It cannot be denied that those enterprises 

which, in the current year, deliver larger sums of taxes and profits to the 
higher authorities than in the previous year are making some extra contribu- 
tions to the overall growth of the state's fiscal revenues, because the 

rate of growth of the economic results achieved by the individual enterprise 
is the basis for the enhancement of macroeconomic results. However, the rate 
of growth and the actual level attained should form an organic entity. If our 
policies for giving awards merely one-sidedly assesses the rate at which the 
taxes and profits delivered by an enterprise to the higher authorities rises 
or falls, at the expense of the level attained by the enterprise compared with 
the level of economic results in the overall situation, then the problem that 
a high rate overshadows a low level will appear. This problem adversely 
affects the encouraging of those enterprises which make great contributions and 
which have attained high standards to make greater contributions to enhance the 
sustained and steady growth of the state's fiscal revenues, and also adversely 
affects the urging of enterprises with low standards to surpass the advanced 
ones. Therefore, in the reform of the existing bonus distribution method, we 
should integrate the rate of growth of the enterprise's economic results and 
the level of economic results attained by the enterprise, and thus appraise 
them in a unified way, so that the giving of awards for above-norm labor can 
be genuinely practiced, 


What is above-norm labor? How can above-norm labor be measured on the basis of 
the amount of taxes and profits delivered by the enterprise to the higher 
authorities? According to the tenets of socialist political economics, above- 
norm labor should be that part of a worker's labor which exceeds the average 
quantity of labor supplied to society under the condition of an average level 
of technology and an average degree of proficiency, that is, it is above- 
average labor. We think that the concepts of "social," "above-norm," and so on, 
as mentioned here, should be specified in terms of some specific time, 
conditions, and scope. We can select some units with similar conditions of 
production and operations with regard to the same industry, these units being 
some localities, departments, or enterprises; these units will be grouped into 
a network for the purpose of appraisal; the per capita average amount of taxes 
and profits delivered to higher authorities, the amount of taxes and profits 
delivered to higher authorities for every 100 yuan of wages paid, or the 

amount of taxes and profits delivered to higher authorities for every 100 yuan 
of capital funds used, is taken as the index for calculating the quantity of 
labor within a network; the average value of one of these indices: the per 
capita average amount of taxes and profits delivered to higher authorities, 

(or the average value of a comprehensive mark for appraisal incorporating 

the three indices mentioned above), is taken as the standard of the social 
average quantityof labor; for each unit, the per capita amount of taxes and 
profits actually delivered to higher authorities (or the actual appraised 

value of the comprehensive mark incorporating the three indices mentioned 
above) is compared with the average value mentioned above; if the average value 
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is exceeded, a supply of above-norm labor to society must be acknowledged, and 
if this average value is not exceeded, it is considered that no above-norm 
labor is supplied to society. In order to retain the rational element of the 
existing bonus distribution method, we can consider the rate at which the 
index of taxes and profits delivered to higher authorities surpasses the actual 
results achieved in the same period of the previous year, integrate this rate 
with the amount by which the enterprise concerned surpasses the average level 
attained by other enterprises in the same industry, use this integrated 
criterion for the unified appraisal of the rate of development of the enter- 
prise's economic results and the actual level attained by the enterprise, and 
do away with ceilings or floors in the distribution of bonuses under the 
condition that awards must be given for above-norm labor. The specific method 
of calculation can be divided into two steps: 


1. A base figure for bonuses for an enterprise is determined. In principle, 
given that the enterprise fulfills plans for delivering taxes and profits to 

the higher authorities, the base figure for the bonuses for the enterprise is 
determined according to the rate of growth of the target for taxes and profits 
delivered to higher authorities as well as the actual total amount of bonuses 
distributed in the previous year. Expressed in a formula: 


The base figure for bonuses for an enterprise equals total bonuses actually 
distributed in the previous year by the enterprise multiplied by a fraction, 
the numerator of which is the total taxes and profits delivered by the enter- 
prise to higher authorities in the current period and the denominator of which 
is the total taxes and profits delivered by the enterprise to higher authorities 
in the previous year, multiplied by 100 percent. 


For convenience, this formula can be converted into the following form: 


The base figure for bonuses for an enterprise equals a fraction, the numerator 
being the total bonuses actually distributed in the previous year by the 
enterprise and the denominator being the total taxes and profits delivered by 
the enterprise to higher authorities in the previous year, multiplied by 

100 percent, multiplied by the total taxes and profits delivered by the enter- 
prise to higher authorities in the current period; thus, the base figure also 
equals the proportion of bonuses for the enterprise in the previous year as a 
percentage of taxes and profits delivered, multiplied by total taxes and profits 
delivered by the enterprise to higher authorities in the current period. 


If an enterprise cannot fulfill plans for delivering taxes and profits to the 
higher authorities, bonuses will be reduced if this underfulfillment is smal! 
and will not be given if it is great. If the extent of underfulfillment is 
below the 20 to 30 percent region, the base figure for bonuses for the enter- 
orise concerned will be reduced proportionately; if it is above 20 to 30 per- 
cent region, bonuses will not be given. 


2. The amount of bonuses actually distributed by the enterprise is calculated. 
The basic bonus figure determined for the enterprise is taken as the base, and 
the ratio of the per capita amount of tixes and profits delivered by the 
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enterprise to the higher authorities to the average level (average value) 
achieved by all enterprises in the same industry is ascertained; bonuses 

will increase or decrease in line with a rise or fall in this ratio. The for- 
mula is as follows: 


The amount of bonuses actually distributed by an enterprise equals the base 
figure for bonuses for the enterprise multiplied by a fraction, the numerator 
being the per capita amount of taxes and profits delivered by the enterprise 
to the higher authorities in the current period and the denominator being the 
average value of the per capita amount of taxes and profits delivered by 
enterprises in the same industry to higher authorities in the current period, 
multiplied by 100 percent. 


If the amount of taxes and profits delivered by the enterprise to higher 
authorities exceeds the average value for all enterprises in the same industry, 
but does not exceed the amount actually delivered by the enterprise to the higher 
authorities in the previous year, then the enterprise cannot enjoy additional 
bonuses which are awarded for surpassing the average value for all enterprises 

in the same industry. 


The advantages of this method are as follows: 


1. As a method of appraisal, this method links the economic results achieved 
by the enterprise to overall economic results; it provides the criteria and 
means for calculating and measuring above-norm iabor; it provides a new measure 
for appraisal compared with the past method of simply relying on a vertical 
comparison of the rates of development of the enterprise's own economic results; 
and it can help encourage the enterprises to develop consideration for the over- 
all situation and to unify the rate of growth with the level attained. 


2. This method balances and ascertains bonuses for an enterprise against the 
overall economic results; it causes bonuses for superior enterprises to increase 
and bonuses for inferior enterprises to decrease, so that those advanced enter- 
prises which make contributions by “surpassing norms in two ways" can become rich 
before others do. Thus, the giving of awards for above-norm work, as a principle 
pertinent to distribution according to work done, can be genuinely practiced, and 
the mobilization of the enthusiasm of the enterprises and their workers and staff 
members in production and operation can be promoted. 


3. In the calculation of the base figure for bonuses for an enterprise, this 
method proceeds from the total amount of bonuses actually distributed in the 
previous year, so that the level of bonuses distributed to the workers and staff 
members will not be lowered, and [word indistinct] in bonuses for an enterprise 
is based on the increase in taxes and profits delivered over the level achieved 
by the enterprise in the previous year and over the average level attained by all 
enterprises in the same industry. This will be advantageous to the study growth 
of the state's fiscal and tax revenues and to the control of the growth in 
social consumption funds. Thus, due consideration can be more satisfactorily 
given to the interests of the state, the enterprise, and the individual worker. 


CSO: 4006/312 
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REPORT ON LINKING WAGES TO NET OUTPUT VALUE 
HK220327 Beijing JINGJI GUANLI in Chinese No 1l, 5 Nov 84 pp 16-18 


[Article by Zhang Ximing [1728 1585 6900]: "Increases in Total Amount of 
Wages in Enterprises Should Be Linked to the Net Value of Production"] 


[Text] There is a serious problem of egalitarianism in our country's existing 
Wage system. The root of this problem is that there is a high degree of 
centralism in the management system, that increases in the total wages paid by 
the enterprises are not closely linked to the magnitude of economic results, 
and that the enterprises do not have adequate decisionmaking power over wage 
management. Over the past few years, some progress has been achieved in the 
reform of our country's wage and award system; however, for the majority of 
enterprises, the payment of bonuses is limited by the absolute amount deter- 
mined and approved by higher authorities, while the amount of waves depend 
solely on the number of workers and staff members, their wage grades, and 
norms for wages, without really varying with the magnitude of the economic 
results achieved by the enterprises. Establishing a correct link between 
increases in the total wages paid by the enterprises and economic results 
achieved by the enterprises, while extending the enterprises’ decisionmaking 
power over wage management, is a key question in our endeavor of further doing 
a good job of wage reform. 


We believe that increases in total wages paid by enterprises should be linked 
to net output value, and the level of wages should vary with the growth in net 
output value. This will facilitate macreeconomic control and make possible 
the planned and proportionate growth of wages; moreover, this will enable the 
role of wages as an economic lever to be fully brought into play, so that a 
sustained enhancement of the enterprises’ economic results can be promoted. 
This article will present an initial discussion of some relevant questions, 
such as the theoretical basis for establishing a link between total wages paid 
by the enterprises and net output value, the essential differences between 
this link and the link between wages on the one hand and profits and taxes 
delivered to higher authorities on the other, the method of exercising control, 
and so on, 
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I. Theoretical Basis for Establishing a Link Between Increases in Total 
Wages Paid by Enterprises and Net Output Value 


The socialist enterprise is a relatively independent producer of commodities 
operating under the guidance of state planning. Its task is that, under the 
guidance of state planning, it should produce marketable products, enhance 
economic results, and continuously satisfy the people's ever-growing material 
and cultural needs. It follows that 1) the enterprise not only must assume 

full economic responsibility toward the state, but should have those economic 
rights and interests which should be enjoyed by a relatively independent producer 
of commodities; 2) the state should practice distribution according to work done 
in dealing with the enterprise, bearing in mind that distribution at this level 
is a prerequisite for distribution of personal consumer goods to individual 
workers according to work done; and 3) in distributing resources to the enter- 
prise according to work done, the state should mainly consider the economic 
results achieved by the enterprise, that is, the labor value contributed by 

the enterprise to society. 


Determining total wages according to the enterprise's contribution and making 
total wages vary directly with the magnitude of economic results constitute the 
chief principle governing distribution by the state to the enterprise according 
to work done. What indicator can relatively accurately and comprehensively 
reflect the enterprise's economic results? 


The value of a commodity equals C plus V plus M. In other words, an enterprise's 
total output value equals C, the value of all the means of production consumed 
in producing the commodity (depreciation of equipment, consumption of raw and 
semifinished materials, and so on), plus the enterprise's net output value, 
which equals V plus M, the value created by the additional labor used (wages, 
welfare payments, plus profits, taxes, and so on). Indicators other than the 
enterprise's net output value, such as total industrial output value, profits 
delivered to higher authorities, taxes, and so on, cannot represent the new 
value created by the enterprise in the current year. Only the enterprise's net 
output value is "the value created by labor in the current year" in the enter- 
prise; only this indicator can accurately and comprehensively reflect the 
enterprise's economic results for the current year. Therefore, distribution 

by the state to the enterprise according to wor’ done should be based on the 
enterprise's net output value. The tvutal wages paid by the enterprise, which 
represent the basic form of distribution by the state to the workers of the 
enterprise according to work done, should vary directly with the net output 
value created by the enterprise. The greater this net output value, the 
greater should be the total wages, and vice versa, 


iI. Comparisons of Two Categories of "Links" 


Some people hold that increases in the total wages paid by the enterprise should 
mainly be linked to the profits and taxes it delivers to the higher authorities, 
and that only thus can the results of operation of the enterprise and the 
contributions made by workers in work be accurately reflected. This view is 

not sound theoretically and it also involves serious limitations in practice. 

We hold that the two categories of "links" differ mainly in the following 
aspects: 
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First, profits and taxes delivered by the enterprise to higher authoriti 


and ret output value are two different categories. Establishing a lin! 
between increases in the total wages paid by the enterprise and net output value 


actually amounts to closely linking the remuneration for the labor of tho vorkers 
and staff members of the enterprise to the whole of the effective labor that 
they contribute to society; the net output value, reflecting the value c: cated 


by this effective labor, is used as the basis and criterion for distribution 

by the state to the enterprise and its workers and staff members accordinz 

to work done. It embodies the objective requirement for distribution accord- 
ing to work done. In comparison, profits and taxes delivered by the enterprise 
to higher authorities constitute part of the six "deductions" from "total social 
product" (that is, total output value) as explained in Marx' "Critique of the 
Gotha Program"; they do not represent the new value created by al! animate 

labor expended in the enterprise, and thus they cannot comprehen: ively and 
accurately reflect the results of the operation of the enterprise and the con- 
tribution of the workers in work. However, total wages paid by the enterprise 
do not belong to the six "deductions" from "total social product," total wages 
represent that part of the "total social product" which is used for “distribution 
to the individual." The relation between total wages and profits and taxes 
delivered to higher authorities is a question of distribution of "total social 
product"; this relation is not the same as the relation mentioned by Mar™, 
whereby remuneration for work "varies directly with labor expended." Therefore, 
linking increases in total wages to profits and taxes delivered by the enter- 
prise to higher authorities is not tantamount to implementing the principl|: 

of distribution according to work done, 


Second, in national economic development, the two categories of "links" are 
based on different things and produce different results. The enterprise's 

net output value is an indicator that corresponds to national income; a net 
output value growth inevitably leads to a national income growth. If total 
wages are linked to net output value, and if the rate of growt! of total wages 
paid by the enterprise does not exceed the rate of net output value erowth, 
then total wages and net output value can grow in a coordinated and bo ed 


way, a satisfactory amount of fiscal and tax revenue for the state can b 
ensured, and the proportion of consumption funds in national income c in !y 
kept under control. On the other hand, linking total wages to profi ind 


taxes delivered to higher authorities amounts to controlling future increases 
in total wages on the basis of past proportiona] relations between the amount 
of profits and taxes delivered by state industrial enterprises to higher 
authorities and the amount of increase in total wages. However, those jist 
proportional relations were formed under the condition of high accu culation 


rates and low consumption levels. Consequently, the following contradictions 
have unavoidably appeared: 


Ll. In the 1953-1982 period, the rate of growth of profits and taxes delivered 
by the state industrial enterprises to higher authorities was 11.31 percent, 
while the rate of growth of net output value was 9.59 percent; the for 
exceeded the latter by 17.94 percent. From 1952 to 1982, profits lt 
delivered to higher authorities grew by 23.90 times, while the n 

grew by 14.58 times; the former far exceeded the latter. If protits and tox 
delivered to higher authorities continue to grow so rapidly, the resources of 
the enterprises will inevitably be more seriously undermined, the accumulation 
rate will continuously rise, and the capital funds and consumption funds used 
by the enterprises for expanded reproduction may even fall to zero . 
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negative level, so that. the source of fiscal and tax revenue for the state 

may become exhausted. Obviously, in the future, profits and taxes delivered 
by our industrial erterprises to the higher authorities should not grow faster 
than net output value. 


2. Over the past 30 years, the rate of growth of wages paid by state indus- 
trial enterprises was 8.66 percent, being 10.74 percent lower than the rate 

of net output value growth and 30.6 percent lower than the rate of growth 

of profits and taxes delivered to higher authorities. Because of these 
excessive differences in growth rates, the proportiou of total wages in 

net output value fell from 21.39 percent to 16.57 percent, while the proportion 
of profits and taxes delivered to higher authorities in net output value rose 
from 26.06 percent to 43.67 percent; these two proportions moved in opposite 
directions. If total wages continue to grow at this rate, then, by the end 

of this century, the proportion of total wages in net output will fall to 

13.98 percent, against an average of 17 percent for the past 30 years, while 

the proportion of profits and taxes delivered to higher authorities in net 
output value will rise to 56.86 percent, against an average of 47.26 percent for 
the past 30 years. The accumulation rate will continuously rise, while rela- 
tively speaking the remuneration of the workers of the enterprises for work done 
will continuously decrease, 


3. According to the analysis above, for the 1953-1982 period, the rate of 
growth of profits and taxes delivered by the state industrial enterprise to 
higher authorities and the rate of growth of total wages were in the ratio 
11.31:8.66. If the growth of total wages is to be limited by this ratio, then, 
in the future, if the rate of growth of total wages paid by the enterprises 
reaches 6.3 percent (that is, if the average wages of the workers and staff 
members is to double by the end of this century), the profits and taxes 
delivered to higher authorities must increase at an annual rate of 8.3 percent; 
and if total wages paid by the enterprises are to grow at the past rate of 

8.66 percent, the profits and taxes delivered to higher authorities must in- 
crease at an annual rate of 11.31 percent, so that in effect the past method 
of raising the accumulation rate by reducing consumption must continue to be 
used. With many tasks remaining undone in the technological transformation 

of the enterprises and in the improvement of the livelihood of the workers 

and staff members, not only will it be difficult to fulfill tasks of deliver- 
ing profits and taxes to higher authorities, but catastrophic results will occur. 


Moreover, reforms are being undertaken in our country to change the taxation 
system, the categories of taxes, and the tax rates, and we must conduct further 
studies to discover a rational proportion between the growth in profits and 
taxes delivered to higher authorities and the growth of total wages. If we 
directly link increases in wages to profits and taxes delivered to higher 
authorities right now, obstacles to reform may be created and unnecessary 
confusion may result. Third, the two categories of “links” differ in what 

they encourage the enterprises to do. The linking of total wages to net output 
value will encourage the enterprises to be "more creative." The enterprises 
will be encouraged to 1) do a good job of operation, opportunely readjust the 
composition of products and produce marketable products in light of market 











demand, and achieve the greatest possible increase in net output vaiue; 

2) increase output, improve quality, increase product variety, and quicken 

the growth of net output value; 3) economize on energy resources, reduce the 
consumption of energy resources, and increase the proportion of net output 
value in the value of each unit of product; and 4) adopt new technology as far 
as possible, do a good job of technological transformation, increase their 
own reproduction capacity, and ensure a sustained growth in net output value. 


On the other hand, the linking of total wages to profits and taxes delivered 
to higher authorities encourages the enterprises to "deliver more." However, 
some enterprises practice the system of responsibility for task completion, 
whereby the rate of increase in profits and taxes delivered to higher authori- 
ties is stipulated; for those enterprises, because this rate is basically 
fixed and must be adhered to year after year, the linking of total wages to 
profits and taxes delivered will not spur them on. For the majority of those 
enterprises which practice "the payment of taxes instead of the delivery of 
profits," increases in output in the absence of any increase in input will in 
the final analysis be limited; however, the enterprises do not have adequate 
sources of funds for increasing input and carrying out technological trans- 
formation, so that the improvement of the economic results of the enterprises, 
and hence the increase in profits and taxes delivered to higher authorities, 
cannot be sustained. Thus, the linking of total wages to profits and taxes 
delivered has only a limited effect on spurring on these enterprises. 


To sum up, the linking of increases in total wages to net output value is not 
only tenable theoretically, but is, in practice, much superior to the Linking 
of increases in total wages vo profits and taxes delivered to higher authorities. 


III. The Ratio Governing the Control of the Link Between Increases in Total 
Wages and Net Output Value 


The key question in linking increases increases in total wages to net output 
value is the determination of a rational ratio for the purpose of control; 
that is, we must determine what proportion of increase in total wages, for each 


l percent growth in the enterprise's net output value, is up-to-date and rational. 


The principles governing the determination of this ratio should be as follows: 
1) under normal conditions, the increase’ in the total wages paid by the enter- 
prise should not exceed the increase in net output value; 2) we must use the 
past experience of our country's industrial enterprises for reference, taking 
into account the level of development of the productive forces in our country; 
moreover, we must consider the requirement tor quadrupling our total output 
value and doubling the income of the people in urban and rural areas by the 
end of this century; and 3) we must treat different occupations and different 
enterprises differently, setting different proportions governing growth; 
however, we should encourage the advanced and spur on the backward, instead 

of discouraging the advanced and being overly accommodating in dealing with 
the backward. 








Over the past 30 years, there has been great imbalance between the net output 
value growth rate and the total wages growth rate for the industrial enter- 
prises in our country; however, the overall trend of development has displayed 
a regular pattern. From 1953 to 1982, for all state industrial enterprises in 
our country, increases in net output value and increases in total wages were 
in the ratio 1:0.85, that is, for each 1 percent increase in net output value, 
total wages grew by 0.85 percent; if the 1952 figures are taken as basic 
norms, then over the past 30 years, the average ratio between the annual 
increases was 1:0.91, whereas during the First 5-Year Plan period, when 
economic development and wage increases were relatively stable, the ratio was 
1:0.89; it can thus be seen that for the industrial enterprises in our country 
the ratio of increases in net output value to increases in total wages should 
basically remain at a stable level of around 1:0.90. 


This ratio can serve as a basis for determining the ratio for controlling the 
link between total wages and net output value for the industrial enterprises 

in our country; that is, considering the overall situation of all industrial 
enterprises in our country, in the future, when net output value increases by 

l percent, total wages can increase by around 0.90 percent, and conversely, 
when net output value falls by 1 percent, total wages must fall by 0.90 percent. 
Thus, not only can the role of wages as an economic lever be brought into play, 
but a reasonable planning of the proportional relation between accumulation and 
consumption can be facilitated. Of course, different ratios for the purpose 

of control must be formulated, through concrete analysis, for application to 
different industries; however, within a specific industry, ratios for the pur- 
pose of control and for application to various enterprises should in principle 
be based on the ratio for the entire industry between the average increase in 
net output value and the average increase in total wages; "whipping those oxen 
which work fast" must be avoided, while the diligent should be awarded and the 
lazy penalized. 


Regarding increases in total wages caused by substantial increases in an enter- 
prise’s net output value, the stipulation of a ceiling for the proportion of 
total wages can be done away with once a rational ratio for the purpose of 
control has been stipulated for the enterprise. It is because the greater the 
increase in the enterprise's net output value, the greater will be the benefit 
reaped by the state; under this condition, increases in the total wages paid 

by the enterprise will neither increase the state's burden nor cause consumption 
funds to get out of control. However, in the case of a fall in total wages due 
to a substantial fall in the enterprise's net output value, a minimum level of 
total wages can be stipulated in order to safeguard a basic living standard for 
the workers and staff members. 


A further point is that here, when we talk about Linking total wages to net 
output value, we mean that increases in the total wages paid by an enterprise 
should mainly depend on increases in net output value, and we do not advocate 
using net output value as the sole criterion for appraisal. It is because the 
net output value indicator has its own limitations; moreover, it is far from 
being able to represent a comprehensive appraisal of state plans. In concrete 
implementation, in light of the characteristics of various industries or enter- 
prises, we should appropriately use some supplementary indicators for appraisal 
of other net output value. 


CSO: 4006/313 hl 
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BANKING REFORM ADAPTIONS TO NEW URBAN ECONOMIC CHANGES EXPL iINED 
Beijing ZHONGGUO JINRONG [CHINA'S BANKING] in Chinese No 8, 4 Aug 84 pp 18-20 


[Article by Shao Qiuming ]6730 4428 2494] of the China Industrial-Commercial 
Bank: "Do a Good Job of Adapting Reform to New Urban Economic Changes"] 





[Text] Since the Third Plenum of the I]lth CPC Central Committee and based on 
the spirit of the directives of the Central Committee and the State Council, 
the industrial and commercial credit and savings work has been coordinated 

with reform of the whole economic system and has carried out some essential 
reforms: It has used economic methods to attract savings, started providing 
short- and medium-term equipment loans, unified management of state-run 
industrial and commercial enterprise circulating funds, developed trust and 
seller credit business and tried out small numbers of consumer loans. These 
reforms have played an active role in promoting revision and development of 

the national economy. Industrial and commercial credit work is now faced with 
the new circumstances of an urban economic system reform, the rise of a new 
technological revolution and the further implementation of the open door policy 
and should thus continue to do a good job of reform and play a greater role on 
a broader scale. Of course industrial and commercial credit work reform 
policies are strong, involve very broad and rather complex aspects, and must 

be actively and reliably carried out based on doing a good job of investigation 
and study. 


| have had some tentative thoughts on industrial and commercial credit work 
reform but have not necessarily thought it out thoroughly, some ideas are not 
necessarily suitable, and what I am now proposing has been jointly inquired 
into with comrades who are interested in the reform. 


Circulating fund management reform. I think that reform in this area is 
mainly based on the State Council's requirements on strengthening circulating 
tund management and improving fund use results, and will realistically solve 
supply system problems in present circulating fund supply and management. 
First, it will do a good job of solving problems in the relationship between 
the state and enterprises. According to our present financial cost system, 
enterprises can include all bank loan interest which they pay in product or 
circulation costs and this is unfavorable to arousing the enthusiasm of enter- 
prises to be concerned with fund use; based on enterprises fulfilling circu- 
lating fund turnover quotas, we should in the future carry out the method of 
fluctuating interest rates and increased interest, rewarding excellence and 
penalizing inferiority. Since increased interest payments of penalty and 
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increased interest should be paid from enterprise funds and not be included in 
costs, this method can link up circulating fund turnover with enterprise prof- 
its, thus spurring enterprises to strengthen circulating fund management. 
Second, it will do a good job of solving problems in the relationship of enter- 
prises with staff members and workers. The amount of circulating funds and 
the superiority of use results have long been unconnected with the economic 
interests of staff members and workers, and this has been unfavorable to 
arousing their enthusiasm to save on circulating funds. In order to improve 
circulating fund use results, banks should help enterprises to establish 

sound economic job responsibility systems, carry out separate circulating fund 
quota management and regard circulating fund constitution quotas as a content 
of goal management, carrying them out for offices, shops, teams, groups and 
individuals, and tying awards to whether circulating fund quotas are fulfilled 
well or not through discussions and planning of assignments for staff members 
and workers. Third, it will arouse the enthusiasm of bank staff members and 
workers to be concerned with circulating fund use results. Quotas for improv- 
ing circulating fund use results should thus be regarded as a basis for col- 
lecting profit reserves for basic-level banks and providing awards to staff 
members and workers, and enterprise circulating fund use results should be 
linked up with the economic interests of banks and staff members and workers. 


Technological transformation fund management reform. The amount of funds 

which enterprises have used for technological transformation has been increas- 
ing for the past few years, having reached over 35 billion yuan by 1983. Source 
channels include state financial allocations, local reserve financial resources, 
depreciation funds amassed by concerned departments and renewal transformation 
funds and production funds kept by enterprises. Since they lack unified manage- 
ment, many problems still exist in technological transformation fund use: 

First is that capital construction projects which have been revised downward 
have been carried out again as technological transformations; second is that 
unbalanced technical transformation fund distribution has run contrary to 
stressing step-by-step technological transformations; and third is that long 
fund supply has caused duplicate investment. Under the unified organization 

of the National Economic Committee, the Industr’al-Commercial Bank must thus 
unify management of industrial and commercial enterprise technological trans- 
formation funds, use economic means to rationally redistribute technological 
transformation funds and improve technological transformation fund use results. 
I have had the following ideas on management principles and methods: 


1. Carry out the principle of “unified management, unified planning and 
guaranteed priorities.” All enterprise technological transformation funds 
should be stored in special Industrial-Commercial Bank accounts, and based on 
professional plans proposed by and technological transformation feasibility 
reports passed and approved by the Economic Committee and responsible depart- 
ments, should be supervised and used by the Industrial-Commercial Bank accord- 
ing to plans. 


2. Be realistic, consider rational enterprise needs, and manage without over- 
managing and enliven without disorder. Based on enterprise subordinate rela- 
tions, divided according to definite checked and ratified proportions for each 
department and area, and on the enterprises’ own initiative, enterprise depre- 
ciation funds can be used to support minor reforms of simple reproduction and 
to purchase fixed assets under 50,000 yuan. 








3. Premised on ensuring all enterprise rights and economic interests, accord- 
ing to the principle of “having borrowing, repayment and compensation use” and 
using the method of “mutual aid savings," amass funds dispersed from industrial 
and commercial bank trust departments and regulate their use according to pro- 
fessionally planned key technological transformation projects. 


4. Various credit policies can be adopted for loans provided for technological 
transtormation. Give financial subsidies and preferential interes. sates to 
enterprises which produce high-quality famous brand products and those which 
have good social result but do not themselves profit much from it due to 

unfair prices, and suitably raise loan interest rates for enterprises which 
have high profits and state-limited development. 

5. Expand the scope of technological transformation loans. Promote S&T devel- 
opment and application mainly in loan fields such as promoting S&T development 
and new product trial production and use. 


Coastal port city banking work reform. Based on the spirit of “handling 
special matters in special ways and new matters in new ways, and having no 
change in position but totally new methods” and premised on upholding the four 
basic principles, industrial and commercial banks in the 14 coastal port cities 
should relax policies and reform management methods. 


1. Reform the credit planning management system and expand management and 
administrative initiative. Within credit margin plans checked and ratified by 
the head office, industrial and commercial banks in special economic zones and 
economic development zones set up in opened coastal cities can make their own 
plans to regulate and use all loans. 


2. Carry out the policy of having different interest rates for inland banks, 
and fully develop the economic leverage role of interest rates. Premised on 
not lowering the present general level of loan interest rates, savings and 
loan interest rates in special economic zones and economic development zones 
can be formulated and adjusted by local industrial and commercial banks them- 
selves according to branch and city. Industrial and commercial banks in the 
14 coastal port cities can set interest rates themselves within the scope of 
a fluctuating rate not exceeding 20 percent. 


}. Improve administrative methods, expand business scope and increase business 
types. Under the cooperation and guidance of local people's banks, all 
specialized bank business appears to overlap, and this can enable customers to 
have the right to choose banks. In addition to primarily handling RMB business, 
industrial and commercial banks in these areas can also concurrently handle 
foreign exchange business, have the right to choose to establish relevant 
business relations with Hong Kong and Macao area banks, and handle capital 
construction loans and trust investment business which introduce foreign capi- 
tal and advanced technology. 


Adopt special policies and actively support enterprise technological trans- 


formation. Industrial and commercial banks in the 14 coastal port cities 
should enjoy the same authority as provincial branch banks to examine and 
ipprove technological transformation loans. Industrial and commercial banks 
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in these areas can help to solve the need to buy exchange funds for those who 
use state foreign exchange units to introduce advanced technology, select and 
provide development loans for the best capital construction projects in devel- 
opment zones, and use technological transformation loans to jointly manage 
enterprises in economic development zones. 


5. According to related state stipulations, correspondingly reform bank 
accountant, profit reserve and cost management methods, reform the cadre and 
worker wage management systems, and accelerate the popularization and applica- 
tion of computers in order to improve work efficiency and service quality. 


Trust work reforms. Trust are an important way to invigorate the economy, and 
present trust work should carry out the spirit of opening up to the outside 
world and enlivening the domestic economy, further expanding business scope 
and increasing business types. 


1. In order to adapt to special economic zone and economic development zone 
needs to introduce foreign capital and advanced technology and based on national] 
special zone policies, Industrial-Commercial Bank trust departments in these 
areas can act as agents for issuing all stocks and bonds and subscription 
development stocks and bonds; handle investment loans and business and manage 
or jointly manage economic development companies; handle all financial leasing 
business and reduce experimental joint Chinese-foreign leasing companies; 
manage real estate and warehouse business; and handle visa business, proxy 
storage and trust proxy savings and loan business. 


2. Trust business in the 14 coastal port cities must be different from both 
special economic zone and interior trust business. Industrial and commercial 
banks in these cities can experimentally handle investment loans and business, 
handle compensation trade and combined trust and compensation trade loans, 
fully utilize trust methods and support these cities in actively developing 
foreign economic cooperation and technological exchange. 


3. While continuing to actively develop trust and proxy business, inland 
economicically-central and medium-sized city trust business should vigorously 
develop leasing business, experimentally run technological transformation fund 
regulation business and support enterprise technological transformation. 


Savings work reform. Under present conditions of the people's income increas- 
ing and their material and cultural living standards rapidly improving, while 
actively organizing urban savings, the Industrial-Commercial Bank should 
develop the role of savings to guide consumption and promote production, 
actively start special savings business, such as joint savings and loans on 
housing and durable consumer goods, and especially support the development of 
residences as commodities. 


Internal bank management reform. In order to fully arouse the enthusiasm ot 
basic-level banks and the masses of staff members and workers to organize and 
manage funds and to improve fund use results, the initiative of banks at all 
ievels should be further expanded and "big-pottist" internal bank nanagement 
be broken. Premised on strictly controlling the general scope of credit and 
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ensuring credit fund use priorities, some fund management jurisdiction should 
be transferred to lower levels and the fund management job responsibility 
system be carried out. For instance, in profit reserve fund distribution, 
while establishing the economic job responsibility system, industrial and com- 
mercial banks at all levels should themselves have the authority to budget and 
use within proportions stipulated by the head office. In reward fund distri- 
bution, banks at all levels should have the authority according to their own 
characteristics to select and carry out all reward forms such as fluctuating 
wages and post and job subsidies and awards. The probation period system can 
be carried out for new bank staff members and workers, and when unqualified 
personnel are discovered during the probation period, probation units should 
have the authority to dismiss them. 


12267 
CSO: 4006/75 
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HEBEI ISSUES REGULATIONS ON CONSOLIDATING COMPANIES 
HK180413 Shijiazhuang Hebei Provincial Service in Mandarin 2300 GMT 10 Jan 85 


[Text] Yesterday [10 January], the provincial people's government issued 
provisional regulations on taking stock of and consolidating various types of 
companies. The provincial government used the administrative commissioner's 
offices in various localities, as well as city and county people's governments 
and departments of the provincial government, to implement the regulations. 


The provisional regulations point out: Presently, the province and various 
prefectures and cities have a number of companies under and established by the 
economic administrative departments of the governnent. The majority of these 
companies is administrative or semi-administrative in nature. Furthermore, 
their numbers are on the increase, 


In the course of economic structural reform, many of these companies withhold 
the decisionmaking power which should be decentralized to enterprises and impose 
restrictions on the vitality of enterprises. In order to separate government 
administration from enterprise management, to streamline the structure and 
decentralize the power to the lower levels, and to invigorate enterprises, we 
must seriously take stock of and consolidate these companies. For this reason, 
we have formulated the following provisional regulations: 


First, by acting in the spirit of the Decision of the CPC Central Committee on 
Reform of the Economic Structure, a company must be an economic organization 
established in the light of and on the basis of the needs of economic develop- 
ment, as well as the mutual needs among enterprises. The company must be an 
enterprise rather than an administrative organ. Therefore, any company 
which is administrative in nature should be abolished or be separated from 
the government structure. Those promising companies can change the form of 
organization and their business line. 


Second, any company which is administrative or semi-administrative in nature, 
and which has conditions for changing the form of organization and their 
business line must speed up their pace of doing so. We should encourage and 


support this type of company to become economic entities engaging in business 
and the service industry as soon as possible. The companies should be 
economically independent, assume sole responsibility for their profits or 
losses, and separate from competent administrative organs, 
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Third, from now on, all companies are prohibited from levying administrative 


charges on enterprises. Expenditure of the companies should be [word indistinct! 


from the revenues they earm from operational and service charges. 


Fourth, in principle, from now on materials regulated by the state plans will 
no longer be distributed to the companies in a centralized way. Rather, they 
can actively take part in readjusting the market, and help enterprises organize 
additional supplies of goods and materials. 


Fifth, all companies must serve the enterprises well. They are prohibited from 
withholding under any pretext the decisionmaking powers that should be 
decentralized to the enterprises. When establishing a company, we must do so 


on the principle of volunteerism and mutual benefit, and no administrative means 


are allowed in this respect. The enterprises will be responsible [words 
indistinct] whether to join in forming a company or not, and they should have 
the freedom to withdraw. 


Sixth, when taking stock of and consolidating various types of companies, we 
must focus on the points of being favorable to invigorating enterprises and to 
developing social productive forces. We must seek truth from facts, carry out 
Study, analyze the situation, and formulate plans. We must also implement the 
plans in an active and systematic way. 


CSO: 4006/314 
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HUBEL'S GUAN GUANGFU ON PARTY LEADING ECONOMIC FRONT 
HK2 30925 Wuhan Hubei Provincial Service in Mandarin 1100 GMT 22 Jan 85 


{Text} On the afternoon of 19 January, Comrade Guan Guangfu, secretary of the 
provincial CPC committee, held a discussion with comrades participating in 

the provincial CPC committee's economic work department work conference. ‘Th 
subject of their discussion was doing well in party tasks and strengthenin; 
the party's leadership over the economic front under the new situation. 


In the discussion, Comrade Guan Guangfu expressed his opinions on the following 
areas: 


First, in the present good situation, we must keep sober-minded. Comrade 

Guan Guangfu said: Now, everywhere shows the good situation. Indeed, tle 
present situation is a good one. But even then, we should be vigilant instead 
of sitting back and relaxing. We should think: First, will we encounter natura! 
calamities this year? If so, how shall we deal with them? Second, we must 
settle the issue of having difficulties in selling, storing and transporting 
grain. Otherwise the development of agricultural production will be affected. 
Third, shall we become dizzy with the good situation, and shall we then become 
boastful and arrogant? If we do not deal with this matter seriously, we shal! 
suffer serious setbacks. Fourth, we must open up the prospects and double 
output. We must do whatever we can. But shall we do the work superficial’y, 
pay no attention to economic results, or only focus on speed and output value? 
It is correct that we stress the principles of distribution according to work 
and paying more for more work. However, some units concoct various pretexts 

to arbitrarily give bonuses and act generously at the expense of the state, 

so that this kind of expenditure has sharply increased. Is this a correct 

way? Fifth, we should think about the issue of pricing, which is a sensiti: 

one whose slight move in one part may affect the overall situation. Of course, 
we must invigorate the economy. But we should take into consideration the issu 
of hiking prices by exploiting advantages and indulging in new malpractices, 
which concerns the situation as a whole. The economic departments of the party 
should seriously study this matter. This is, we should strengthen the party’: 
leadership over economic work, and this issue is the party's ideological and 
political work. 
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Second, we should continue to eliminate leftism, get rid of the old conven- 
tions and combat complacence. We must get rid of the ossified way of thinking, 
the patriarchal concept and the survivals of feudalism. Otherwise we shall 

not do well in the reforms. This is still the principal issue that we must 
settle in the course of reforming. The party economic work departments should 
seriously study and settle this issue. 


Third, the party economic work departments should do well in assisting the CPC 
committees to grasp first the study of economic policy and economic ideology. 
Proceeding from the high plane of principle and strategy, we should analyze 
and study economic targets and reflect to the CPC committees the new situation 
and new problems emerging in the course of reform. On supervising cadres, we 
should not only supervise their appointment and dismissals. Rather, we should 
also study the policy toward them, as well as greatly train and promote a new 
generation of people. Once we have grasped this, we shall grasp the overall 
situation and the core of economic work. 


Fourth, we should probe new ways for implementing the party's ideological and 
political work in the new period. We should switch the ideological and political 
way in the new period onto the track of focusing on economic construction. 
Through manifold and lively ideological and political work, we should mobilize 
the initiative of the masses. Comrades in charge of the work must study its 
connection with the economy, publicize the party's policies, go down to the 
grassroots for study, and actively carry out practical reform work. People 
engaging in the political work must master well the basic theory of Marxism, 
economic management, scientific and technological knowledge, as well as the 
professional knowledge of political work. In other words, they must strive to 
make themselves become well-read. We must train cadres on a large scale and 
promptly improve their quality so as to conform to the requirements of the new 
situation. 


CSO: 4006/314 
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CHEN LEI ON TIANJIN-HELLONGJIANG COOPERATION 
SK251156 Tianjin TIANJIN RIBAO in Chinese 6 Jan 85 p 1 


{Talk by Governor of Heilongjiang Provincial Government Chen Lei on Tianjin 
and Heilongjiang jointly developing border trade to a TIANJIN RIBAO reporter 
on 5 January—no place given] 


[Text] On the morning of 5 January, Chen Lei, governor of the Heilongjiang 
Provincial Government, made an appointment with a TIANJIN RIBAO reporter and 
expressed his firm beliefs in the wide sphere of and the great prospects for 
economic cooperation between Tianjin and Heilongjiang. This year, relations 
in all fields between the municipality and the province will become even closer, 


After reviewing the historical relations between Tianjin and Heilongjiang, 
Governor Chen Lei said: Especially since the 3d Plenum of the llth CPC 
Central Committee, new developments have been made in the economic and tech- 
nological cooperation between the municipality and the province. Over the 

past 2 years, the two parties have established 81 agreements on economic and 
technological cooperation. Some agreements have been fulfilled. The agreement 
on Tianjin offering funds, technology, and taiented personnel to help consoli- 
date 22 light and textile enterprises in Heilongjiang Province reached last 
September is being implemented. The prospects for using the products produced 
by these enterprises to develop the border trade are inspiring. Simultaneously, 
the municipality and the province also signed 54 agreements on technological 
cooperation in the fields of paper making, chemicals for daily use, and glass 
production. With regard to the training of talented personnel, over the past 

2 years the two parties have fostered 32 college students for each other. 


Chen Lei warmly requested TIANJIN RIBAO Agency to extend his heartfelt thanks 
and respects to the Tianjin Municipal CPC Committee, the municipal government, 
the departments that have supported Heilongjiag Province, and the people of 
Tianjin Municipality. 


Chen Lei introduced Heilongjiang Province's strategic principles on reform, 
transformation, development, opening to outside places, and making the ccuntry 
and the people rich. He said: Tianjin's industry and especially Light and 
textile industries are flourishing. Our province is rich in natural resources. 
The two parties may make up each other's deficiencies, Specifically speaking, 
the two parties may develop their cooperation in the following few ficids: 





1. With regard to the development and utilization of natural resources, 
Tianjin may help Heilongjiang jointly develop the overall utilization of coal 
and timber and cooperate with Heilongjiang in developing expensive furniture; 
nonferrous metals, including gold, copper and molubdenum; and ferrous metals, 
including graphite. Construction of the 300,000-ton ethylene project is 
expected to be completed next year. We hope that Tianjin Municipality will 
be able to use this advantage of ours. 


2. Tianjin may use Heilongjiang Province's favorable conditions to conduct 
border trade and to hold trade talks with Eastern European nations. Tianjin 
and Heilongjiang may jointly run factories. Tianjin may offer technology and 
talented personnel to Heilongjiang to jointly develop border trade. 


3. The two parties may jointly develop the food, feed, end reed processing 
industries, flax, wool, and chemical fibers. 


Chen Lei concluded: Tianjin is a key coastal industrial base as well as external 
commercial port of our country. We are willing to support Tianjin's principle 
of opening to outside places. We even hope this will promte the development 

and construction of Heilongjiang Province. 


Liu Ziyuan, vice chairman of the Heilongjiang Provincial Commission for Economic 
and Technological Cooperation, was also present at the meeting. 
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CHONGOLNG READJUSTS, REFORMS INDUSTRIAL COMPANIES, PLANTS 
HK220640 Chengdu Sichuan Provincial Service in Mandarin 2300 GMT 20 Jan 85 


(Text | The Chongqing City Committee for reform of the economic structure and 
the Chongqing City Economics Committee have carried out the readjustment and 
reform of industrial companies and general plants in the province. 


From Last November to 15 January this year, 26 industrial companies and general 
plants have changed themselves from administrative units to units of production 
ind the service industry, accounting for 48 percent of the total industrial 
companies and general plants in the city. The remaining industrial companies 
and general plants are scheduled to fulfill the task of readjustment and reform 
in the first quarter this year. 


Chongqing has set up 54 industrial companies and general plants over the past 

} years. After conducting investigations, the city Committee for Reform of the 
cconomic Structure and the city Economic Committee discovered that although 
these industrial companies and general plants have done quite a lot of work, 
there still exist many defects. Some companies have become administrative 
organs which exercised power over and demanded money from units under their 
\iministration, thus aggravating the difference between departments and regions 
ind seriously dampening the initiative of enterprises, large and medium enter- 
prises in particular. 


According to an instruction of the Chongqing city CPC committee, the city 
Committee for Reform of the Economic Structure and the city Economics Committee 
have decided to readjust and reform the original industrial companies and 
general plants. 


\ccording to the practical situation, the economic relations between the enter- 
p es which have carried out readjustment and reform are of the following 
(ree types, namely, the close type, the operation service type, and the 
hnological development service type. The enterprises will no longer assume 
such administrative functions as assigning plans, examining and approving the 
ippolnatments of cadres, and transfering goods. 
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There are 286 enterprises in the readjusted and reorganized 26 companies, an 
increase of 53 enterprises over that before the readjustment and reorganiza- 
tion. Twenty-six fairly large enterprises have separated from previous 
companies and are developing toward enterprise colonies by giving full play 
to their superiorities in developing famous brand fine-quality products and 
special goods. 


The new breakthrough made by industrial companies in Chongqing City in 


readjustment and reform has not only opened up a new road for the work of 
industrial companies, but has also once again liberated enterprises. 
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FINANCE AND BANKING 


JLANGSU'S FINANCIAL DEVELOPMENT OVER 35 YEARS REVIEWED 
Beijing CAIZHENG [FINANCE] in Chinese No 9, 8 Sep 84 pp 15-17 


[Article by the Jiangsu Provincial Financial Department: "The Revenue of 
Jiangsu Province Increased 17-Fold in 35 Years"] 


[Text] It soon will be the 35th founding anniversary of the PRC. Now 
reviewing the achievements of financial work scored by Jiangsu under the 
leadership of financial departments of higher levels and party and govern- 
ment organs at all levels can further enhance our determination and faith 
in bringing about 4 new situation of financial work and blazing trails and 
rendering service for socialist economic construction. 


Between 1950 and 1983, Jiangsu's revenue increased 17.52-fold, averaging 

9.2 percent a year, and its expenditures increased 41.7-fold, averaging 

11.5 percent a year. Listed as the second highest in the country in 1983, 
Jiangsu's revenue has played a proper role and made definite contributions 

in supporting state economic construction, developing cultural, educational, 
scientific and public health undertakings and raising the material and cultur- 
al living standards of the people. 





Vigorously Collect Revenue To Make More Contribution to State Construction 


The characteristics of Jiangsu's revenue in the past 35 years can be 
summarized in three words: increasing, fast and stable. The word “increase- 
ing” means that revenue of Jiangsu Province in the 35 years totaled 
99,562,000 ,000 yuan or 100 billion yuan if major energy and communications 
construction funds were included, an average yearly increase of over 200 
million yuan. Especially in the past 7 years, the average yearly increase 
was over 400 million yuan. The word "fast" means that the average yearly 
increase rate of Jiangsu's revenue in various national economic plan periods 
maintained generally at about 8 percent. In the past few years, although 
affected by a series of major state policies and measures, such as increas- 
ing the purchasing prices of farm and sideline products and readjusting the 


sales prices of textile products, Jiangsu Province’s revenue still increased 
fairly fast. The word “stable” means that revenue in the past 35 years 
basically maintained a stable yearly increase and never experienced consecu- 
tive declines, not even during the setbacks of the national economy. 
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Under the situation of a2 continuous in rease, the revenue of Jiangsu Province 
not only guaranteed the exvenditures of Jiangsu Province but also accumulated 
construction funds for the state. Being an economicaliy better developed 
area, Jiangsu Province ought to make more contribution to the state. It 

has vigorously fulfilled and overfulfilled such tasks as delivering revenue 
to the central goverument, collecting local] loans for the central govern- 
ment, raising major energy and communications construction [funds and promot- 
ing the sales of treasury bonds. in the past 35 years or so, Jiangsu Province 
delivered 60.655 billion yuan of construction funds to the state. Especially 
in the past few years, it delivered more than 4 billion yuan annually. In 
the past / years, it delivered 28 billion yuan, equal to the total amount 

of tixed assets of all industrial enterprises in Jiangsu Province. 


Supporting Agricultural Production To Increase Sources of Raw Materials tor 
Light and Textile Industries 


The foundation of the stable increase in Jiangsu's revenue lies in the 
vigorous financial support for agricultural productioz which provides ample 
raw materials for the “money tree"--light and textile industries. 


Jiangsu Province was originally an agricultural province. During the early 
post-liberation period, agriculture accounted for 70 percent of its total 
industrial and agricultural output value. Its agricultural output valve was 
always greater than its industrial output value and the output value of its 
light and textile industries which used farm and sideline products as raw 
materials accounted for over 70 percent of its industrial output value until 
the end of the “First 5-Year Plan” period. Although not much revenue of 
Jiangsu Province comes from agriculture directly, a very large proportion 

of its revenue comes from agriculture indirectly. Because of this, support- 
ing agricultural production to achieve stable and high yields is the duty 
of financial departments as well as the main way of increasing revenue. in 
the past 35 years or 80, we have given priority to supporting agriculture 

in regard to funds, tax policies and financial management. This has enabled 
agricultural production to achieve stable and high yields continuously and 
guaranteed sufficient raw materials for increasing light and textile indust- 
rial production, thus ensuring stable revenue increases, 


To facilitate the investment of more agricultural funds in reproduction and 

help peasants increase income gradually, the state has stipulated that the 

Old policy of stabilizing burdens should be applied to agricultural taxes 

and that taxes wil! not be increased when production increases, The agri- 

cultural taxes of Jiangsu Province accounted for 11.7 percent of the agri- 
> 9 


cultural output in 1950 and only 2.18 percent in 1983. This has tacilitated 
the development of agricultural production. 


in order t< promote agriculture, financial departments ilways put agricul- 
ture in important positions while arranging annual budgets, During certain 


periods of time, many prefectures and counties used 70 percent | thett 
annual reserve funds to support agricultural production. ihe ¥ pared mm 
expenses in irrvine out farmland and water nvervancy capital onstruction, 
cultivating tine stratas and improving soil. ihey tried in a4 huncred at 











to improve conditions 
level and deve lot a 


‘ ; 
uu t avai 


the agricultural-oriented expenditur: 
yillion yuan, 23.48 percent of it 


have 


n yuan has been used in 
floods, waterlogging 


_* 
Wa 


financed by 


been built in 
the central government, th: 


wat 


ondi t 


coordination 





ot discharging, storing, diverting, digging and 
million mu of farmland, 55.7 percent of Jiangst 
improved to ensure high yields despite drought 
guaranteeing stable and high yields for agricw 
1983 with 1949, grain output increased }-fold, 
fold and total agricultural output val ve rea 
35 years, financial departments have also Li 
investment of rural people's cosssunes to help 
communes and brigades and old liberated areas 
ance of historically low-yield Xuzhou, Hualyi 
and created conditions for them to deve! rura 
township industries. 

lo create conditions for increasing agricultura 
ments have invested almost 3 billion yuan i ,” 
such as chemical fertilizer, pesticides and far 
built, expanded and transformed a number nt 
million yuan of loans which they used to bul 
Piants in various localities. Since 19/75, they 
yuan tor the technical transformation of s 

ihis has armed agricultural-oriented tndustri« 
conditions for agricultural modernization. 
wricultural investment made by (i: jal dep 
up, watering and fertilizing the “mon tree -- 
After 35 years of efforts, the “mon ree” | 
[t has enriched commodity production, en! 
income and revenue. In 1983, light and t: 
million yuan to the 1.6 billion in of 
enterprises and 2.2 billion yuan to th | 
cOfMercial taxes. 

Help Collective Enterprises "Store Water re 
Lvery Year 

For a long time, we have paid great atten 
prises, especially development of tow 

prises, and brought into full play the st p 
prises so that they can be started and turn 
results and accumulate funds in a short i 

ment of the pr sluction of collective ent t é 
tax revenue from collective enterprise: ; ‘ 


DO 


-«< 


i xtion, raise tli 
In t past 35 year 
Province lave totaled 
ure mong tnem, mm 
he Five project tor t 
ignt. s&s line « diti is : 
water conservan projec 
ew water etwork capa 
regulating. Over 38 
total! farmland, has bee 
excessive rain, there! 
l productios Compari 
tton output increased /2 
rd 7.19-told. In the pas 
ted l. illion yuan tor 
elo the production of 
is s changed the apps 
: le prefectures 
momy and establis! 
product to financial «de 
icultural-oriented indust 
4 inery. They have al 
rpris« end returned 40 
mall Nem al fertilizer 
ave rllocate ‘SA millio 
emi fertilizer piant 
id provided proper mater 
ent m be seen S eart 
ight x texttie industri 
b | somed and borne fruit 
markets and increased pe: 
gust rise contributed 6? 
irned f pucret® es indust 
u ft industrial 
; 1" and En je "Fish" 
rting rllective « 
*) ity rod oOTiIs mie? erite 
! Olle tive ¢« re! 
" j ‘ is 
t? tive T pid eve 
. isntria ind Mite f 
‘ rani y 











tor financial departmen » support the development of collect 
enterprises is to release ricultural-oriented circulating funds to supp 
e establishment and technical transformation of township enterprises and 
‘ive the [ roblem of fund shortages in collective enterprises ° To be used 
is such funds, the Jiangsu Provincial Financia] Department has allocated 
1OU million yuan on different occasions in the past. The financial depart- 
ments of various prefex tures, cities and counties have also allocated 80 
million yuan. This year the provincial financial department has allocated 
another 30 million yuan to continue the support for the development of 


township industries. 


Another measure to support the development of collective enterprises is tc 
‘titer support in tax policies, namely, to allow lower tax rates and tax 
exemptions within the limits of policies to help collective enterprises 
survive and develop. For example, agricultural-oriented products and produc- 


tion carried out by afflicted areas to provide for and help themselves 
should enjoy tax exemption; newly established enterprises should be exemptcd 
from taxes for a given period of ime. This can help township enterprises 


arm and expand themselves with their own accumulation and achieve faster 
development. Along with development of enterprises, tax revenue has also 
increased. In the past 5 years, 3.567 billion yuan of taxes has been 
‘llected, The old saying goes: “You certainly will find fish if “sorting 
water to breed fish" so that we will have many big “fish” every year. We 
will turn township industries into a “big fish pond” for Jiangsu's revenu 


According to the policy of openi to the outside world and enlivening the 
lomestic economy, we also give special treatment to urban co)lective enter- 
prises in regard to taxes to support their development. They have not only 
solved the labor employment problem in urban areas but also paid 4,396 billion 
yuan of taxes in the past 5 years. hey are another "fish pond” for the 


revenue, 


jllective enterprises in Jiangsu Province have developed rapidly in 
relatively short period of time. Some were established when many conditions 
vere immature. Becavse of their functions and the characteristic of their 
broad contacts, financial and tax departments in all localities have consid- 
ered supporting the development of collective enterprises as an unshirkabl: 
responsibility. They have tried in a hundred and one ways to heip enterprises 
vercome difficulties, establish and perfect financial management and account- 
ing systems and train financial and accounting personnel, They have organized 
enterprises to investigate ea other's financial affairs and analyze 
economic activities in their own trade and profession. This has played 

iu) active role in raising the management level and improving the economi: 


results of enterprises. 


upport Enterprise Potential-Tapping, Innovation and Transformation and 
uild “High-Yield Plots” To Increase Revenue 
ring the early post-liberat period, Jiangsu Province had less than i100 
igetary state-run industrial enterprises and most were small processi' 
rprises, Through vari fund channels, financial departments have 








helped industrial departments transform old enterprises, develop new 
industries and support the development of energy, raw material and light 
and textile industries. After 35 years ot efforts. especially the last 7 
in industrial system that has a 
relatively large variety of sectors, a basically rational distribution and 
a fairly 
industria 
that of 


pw 
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— I + . Downers | . | sol 
yeais, Jiangsu rrovince has estabilshnec 


nodernized foundation. In 198 


. 


, the total output value of budgetary 
l enterprises reached 24.05 billion yuan, a 15-fold increase over 
957. This has made it possible to increase revenue on a 


1 
i 
rei. tively solid economic foundation, 


[n addition to making continuous investment in the fixed assets of industrial 
enterprises to increase the variecy and capacity of production, each year 

we set aside a certain amount of money to help enterprises tap potential, 
carry out innovation and transformation and develop new products, Since the 
Third Plenum of the Jlth CPC Central Committee, financial departments have 
made further efforts to help industrial production speed up development, 

Each year they use technolog 


jumnde 


cal loans o: various kinds to help enterprises 
transform old equipment and transfer new technology, thereby creating condi- 
tions for enterprises to increase production and revenue, 


— ° 7 ° t , ° ° ° 1 
fo enliven the enterprises’ management and expand their decisionmaking power, 
liangsu Province began in 1978 to implement the enterprise fund system, 


aliowing enterprises to draw funds from their business returns and use them 


for production development, collective welfare undertakings and staff members’ 
and workers' bonuses. In 1981, iangsu Province adopted on a trial basis 
measures allowing all industries to retain a certain percentage of profits, 
assume sole responsibility for their gains and losses and substitute tax 
payments for profit delivery. This has aroused the enthusiasm of enter- 
prises and departments in charge, added vitality to enterprises and acceler- 
ated the improvement of management and administration, In the past )5 years, 
1.86 billion yuan of profits were by budgetary state-run industrial 
enterprises and 424 million yuan by county-run industries, In some old 
enterprises, this money is “used i ombination with" depreciation and over- 


haul funds -¢ta’nec by enterpris: rding to stipulation, small loans 
provided by financial departments and funds raised by other fields to 


meet the emergency needs of major technical transformation projects and 

has played a very conducive rol in replacing enterprise equipment, carrying 
out technical transformation, readjustii and changing the inner structure 
of industries and product mix and improving and updating products, 


With a relatively comprehensive industrial foundation, revenue comes from al] 
directions. "If the east is not bright, the west is; when the south is dark, 


there still is the north." At present, the income of industrial enterprises 
in Jiangsu Province has formed a "base ensuring stable and high yields despite 
drought and excessive rain" which chemical, textile, machinery, electronics 
and building material industries as its mainstays. This enables the income 

f industries to maintain a stable growth even when some industries have 
reduced income due to the iaoption ol ertain majo pe licies and measures. 

In the past 35 years, budgetary state-run industrial enterprises in Jiangsu 
Province have handed 44.6 billion yuan over to the state in the form of tax 
payments and profit delivery, equivalent t 3,1-fold the amount of their 

fixed assets, bringing about a benign ircle f “financial support--production 
deve lopwent--finai ia] rrowt a 











Support Intellectual Development and Develop Cultural, Educational, 
Scientific and Public Health Services 


Cultural, educational, scientific and public health expenditures have always 
been listed as major items of expenditures. In 1950, the operating expenses 
of cultural, educational, scientific and public health services in Jiangsu 
Province were only 11.2 million yuan. In 1983, they increased 94-fold to 
1.062 billion yuan. In the past 35 years, such expenses have added up to 
10.632 billion yuan, accounting for 25 percent of total expenditures. Especi- 
ally since the Third Plenum of the 1lth CPC Central Committee, we have paid 
greater attention to increasing intellectual investment, raising the propor- 
tion of the operating expenses of cultural, educational, scientific and public 
health services from 17.58 percent of total expenditures in 1979 to 32.9 
percent in 1983, an average yearly increase of 16.4 percent, This is higher 
than the rate of increase in the total expenditures of Jiangsu Province 

as well as the national level of 15.4 percent. In the past 7 years, 

Jiangsu's total expenditures increased 700 million yuan, of which 500 

million or 71 percent were for cultural, educational, scientific and public 
health services. 


These investments have played a very conducive role in intellectuai develop- 
ment. Comparing 1983 with the early post-liberation period, the number of 
institutions of higher education increased 3-fold, secondary vocational 
schools over 1-fold, general high sc..co s 17-fold and grade schools I|-fold; 
the number of hospital beds increased 26-fold, snail fever was basically 
eliminated and acute infectious disease was effectively brought under control, 
[In the past 35 years, 271,400 students have graduated from institutions of 
higher learning and 368,200 students from secondary vocational schools in 
Jiangsu Province. They have been transferred to all fronts as specialists. 


Arouse the Enthusiasm of Two Levels and Engage Provinces, Cities, Counties 
and Townships in Financial Management 


Continuously readjusting provincial and city and county financial systems 
and arousing the enthusiasm of the two levels is an important condition for 
accelerating the smooth development of financial work. Since the central 
government implemented the "full-quota proportional responsibility" system 
in Jiangsu Province in 1977, Jiangsu Province has also changed the original] 
system of "sharing excessive revenue" to "sharing increased revenue” in 
prefectures and cities to encourage all localities to increase production 
ind income. In 1982, to further arouse the enthusiasm of prefectures, 
cities and counties to increase income and reduce expenditures, Jiangsu 
Province readjusted provincial and city and county financial management 
systems and adopted on a trial basis measures "linking revenue with expendi- 
tures, assuming proportional responsibility and enjoying full-quota profit 
sharing," on the prerequisite of ensuring the fulfillment of the duties 
assigned by the central government. In other words, Jiangsu Province prac- 
ticed “separate management" which enabled cities and counties to gradually 
become first-level financial units both in name and in reality with indepen- 
dent budgets and their own financial units both in name and in reality with 
independent budgets and their won financial reserves, thus arousing the 
enthusiasm of government organs at all levels to manage financial affairs, 
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increase income and reduce expenditures. After the past 2 years of 
reforms, the financial reserves of cities and counties have increased 
markedly compared to the past. At the same time, Jiangsu Province has 
also established step by step a township financial system to perfect the 
political power at the township level. By so doing, we have aroused the 
enthusiasmof four levels--province, city, county and township--for finan 
management and thereby injected greater vitality into financial work. 


12302 
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‘CE AND BANKING 


FOR BANKING REFORM TO KEEP PACE WITH ECONOMIC REFORM 


ZHONGGUO JINRONG [CHINA'S BANKING] in Chinese No 8, 4 Aug 84 pp 12-13 


rticle by Sun Xiang [1327 4382] and Li Xuegian [2621 1331 0578]: "Banking 
Reform Must Keep Pace With Economic Reform" ] 


An urban economic reform is now being thoroughly carried out. This 
reform affects all areas. As a comprehensive branch of the national 
» banks should further study the new conditions resulting from economic 
! ind accelerate the pace of banking reform, thus promoting the success- 


lishment of economic reform. 


t « conditions has economic reform brought to banking work? According to 
reliminary investigation, the three major ones are as follows: 


t is that the amount of funds needed has increased. Economic reform 

the productive forces to be further liberated, spurs the development 
tion and the expansion of commodity circulation, and inevitably 

n increase in the amount of funds needed by production and manage- 
the near future, 28 new enterprises will be added in Huaide County's 

yiping alone, accounting for a 2.71 million yuan or a 3 percent 


is that banking business volume has expanded. The number of enter- 
vith independent business accounting has increased since economic 
rm, and these units have all had to open bank accounts. In order to 
nagement of special-purpose funds, special accounts such as 
lave also had to be established. Along with the gradual anima- 
hole economy particularly, frequent increases in enterprise 


tivity will certainly increase the amount of banking work in 
ounts. 
ird is that bank management loan responsibilities have become heavier. 
nic reform, the scope of bank loans has expanded, targets and 
ncreased, terms have been softened, conditions have become more 
ind responsibilities have correspondingly become heavier. Plus finan- 
irtments have carried out the management methods of ownership by the 
le, collective management, independent business accounting and not 
esponsible for financial losses for small state-run industrial enter- 
-ing urder 200,000 yuan in profits a year, and this has also 
iT management loan responsibilities to a certain extent. 
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New conditions in economic reform necessitate corresponding banking re! 


7 


We must emancipate our minds, boldly explore and conscientiously dea! 


solve the new problems we are faced with in order to adapt to the need 


economic reform. 


For example, the collective and individual economy have greatly expanded 
through economic reform. Thus we recommend that banks develop raising 
treasu 


mortgage loans on such things as time deposit certificates, national] 


wit 


bonds, high-grade durable consumer goods, house property and equipment. 


can both support their development and ensure the security of credit 


Taking another example, in order to effectively guide and control commer: 


Tur 


I 


— 
; 


credit, we think that banks should start note cashing and discount busine: 
This can both thaw funds and strengthen management of commercial credit. 


Whether bank conditions permit or not, we also recommend the starting 


‘? 
. 


> 


selling-on-credit and paying-in-advance loans, with the interest calculate 


and collected according to the overdue fine rate. This can both bring 


commercial credit into the orbit of bank credit and somewhat increas« 
revenue for the state. 


While increasing foreign service business, we must also do a good job 


SLi 


, 


internal banking reform. We must first simplify management and broaden 
authority, and premised on ensuring that the two major plans are carried 
well, give basic-level banks a certain amount of initiative. Moreover, 
must also learn how to carry out the contract job responsibility system wi 


banks. It can be carried out first in the field of savings. Based on 
number of staff members and quotas, accountants and tellers can carry out 
method of rewards for exceeding quotas. Credit business now still has 


culties in completely carrying out contracts, but we must establish a 


inter 


wt 


; ’ 
‘ 


;* 
gjii 


job responsibility system, closely integrate duties, rights and benef it: 
reform the traditional custom of three-step credit examination and approva! 


and expand the jurisdiction of credit personnel. Within certain limi 
can also try out the method of “contract lending, contract collectin 
tract results” linked with bonuses and even with wages, thus spurring 
personnel to responsibly manage and use credit funds. 


In order to ensure effective and successful accomplishment of reform, we 


also handle well the following three work relationships: 


The first is handling well the relationship between invigorating the 
and strengthening fund management. Invigorating the economy wil! co 
ingly increase the amount of funds needed, and contradictions betwee 
supply and demand will become more prominent. In order to solve this 
diction, the principle of "dealing with each case on its merits and 
the best to be propped up” must first be further carried out throug! 
ing down on the worst" and “guaranteeing the best.” Funds must a! 
taneously activated through improving economic results. According t 
for the end of March, the total amount of circulating funds in ind: 
enterprises in the city of Siping was 500 million yuan, and over [00 
yuan of this was irrationally used, showing that, provided management 
strengthened, the potential will be very great. It will thus be nec: 
make great efforts to help enterprises to rationally organize funds, 
fund use, accelerate fund turnover and fully tap fund potentialiti: 
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The second is handling wei the relations! 
results and improving banking economic result 
generally identical with socioeconimi ‘ c 
have an antagonistic aspect. Some new fact 
been added in the ourse of “softenine™ 
problen, we must first take the overal! t 
cardinal principles in mind, be subordinat 
vigorously help enterprises to improve f 
least possible input for the most possibl« 
according to the policy of interest, l] 
penalizing what would be penalized, utilize 
spur enterprises to use funds rationally, t 


twe¢ improvi! SOC J Oe COT i« 
Bankin onomic results are 
S. ut ina ertain sense ilso 
itfecting banking pr f its have 
ityvil ™ In dealing with this 
tion int iccount and have the 
0 Ss op! e nomic results, 
ise re ilts, and exchange the 
itput. we must, moreover, act 
ns hat hould be collected and 
he leverage role cf interest and 
is improving socioeconomic results. 


The third is handling well the relationship between relaxing policies and 
strengthening management. We have recently discovered through continuing 
investigations that some credit personnel are somewhat afraid ot referring to 
and handling the problem of enterprise fund use, and fearing to “refer to" 
and “handle” “blocks” enterprise and violates the present spirit of “untying." 
This is a present problem of bias. We think that “handling” must be premised 
on “relaxing” and “relaxing” must be zuaranteed by “handling”; “handling" is 
in order to better “relax” and " oplements essential “handling.” 


relaxing’ ‘ 


Reform can only thus be carried 


manner. 
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FINANCE AND BANKING 


DEVELOPING ROLE OF LOCAL ENTRAL BANKS EXPLAINFD 
Beiging ZHONGGUO JINRONG [CHINA’S BANKING] in Chinese No 8, 4 Aug 84 pp 26-28 
[Article by Shou Jinwen [1108 6651 2429], Sheng Mujie [4141 1970 2638] and 


l, 
Hong Jiaguan [3163 5521 4619]: “Focus On Economic Development Strategy and 
Develop Role of Local Central Banks") 


[Text] Since the People’s Bank of China has specialized in performing the 
function of a central bank, its nature and duties have been clearly stipulated 
by the State Council; and the responsibilities of People's Bank branches in 


all areas (For reading convenience, we will hereafter refer to them as local 
central banks) have also been formulated in principle as: 1) The responsibility 
to regulate credit funds and currency circulation in the areas under their 
jurisdiction; 2) the responsibility to coordinate, direct, supervise and 

inspect the business activities of specialized banks and other financial insti- 
tutions; and 3) the responsibility to handle other matters assigned by highe: 
level people's banks. We will now only discuss several views based on actual 


onditions in the large coastal city of Shanghai. 
|. Do a Good Job of Local Overall Balance Based On the Principle of Centralizati 


it is essential for the People's Bank to carry out vertical leadership and uni- 
tied management of subordinate branches in banking business and cadre manage- 
ment. But central banks are different from railroad and post and telecommni- 
ations departments of a purely business nature, they are a comprehensive branc! 
f the national economy having the function of participating in economic mang 
ent, and if they are not linked to specific local conditions and do not consid 
11 economic development and changes, they will be divorced from reality and 
intavorable to the genuine and effective implementation of the principle of 
entralization. Next, local branches have many financial affairs such as com- 
mercial credit and money market management which all require an fnstitution 
representing the government to handle administrative measures. Once again, 
the People's Bank represents the government of the PRC in carrying out relevant 
international banking activity and handling forcign exchange and gold which i 
wholly an attribute of political organization and different from economic: 
‘rganizations and enterprises engaging only in foreign exchange business. 
Finally, local central banks regarded as the executors, supervisors and inter- 
retors of banking policies, laws and decrees must also be listed on local 
vernment rolls. Based on these above-ment ion: conditions, we think that the 
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function uf local central banks can still not be totally included in the 
toregoing three sentences, and that the should also begin to take on the 
duty of overail planning and management oft banking activities and affairs in 
the areas under their jurisdiction. Thev are both organizations appointed 
the main branch and also units lited on local government rolls. 


[he core of local central bank financial activity is the problem of how to do 

good job of regional overall balance. Regional overall balance is the par- 
ticularization of dividing the entire national economy's overall balance into 
regions, and premised on overall balance throughout the country and proceedi: 
from local conditions and realities, it develops its own advantages and 
specialities, gives consideration to both overall] and partial interests, and 
promotes regional economic development. 


Since coastal cities have much foreign trade resulting in frequent financial 
turnover business, they constitute the major substance of regional balance. 
faking the condition of credit planning and implementation in the Shanghai 
branch of the People’s Bank as an example, the Shanghai Municipality branch of 
the China Industrial-Commercial Bank and the Shanghai branch of the China Banh 
wed a lot of money in loans to central banks by the end of April 1984; and 
the funds of the Shanghai Municipality branch of the People's Bank were 
ostensibly deposited in the main branch, but checking of accounts showed that 
$3.2 billion yuan of China Bank occupy a decisive position among all loans, 

ind if this enormous fund outlet is not closely studied together with regiona) 


verall balance, regional! overali balance will tail. 
The PRC's specialized banks ar pecialized banks of the whole socialist bank- 


ing system and not of a particular branch of the national economy. If special- 
ized banks are not closely brought into the field of finance, successful local 


rall balance will experienc: ne lifficultyv after another. Some comrades 





nvariably think that the carryine out of regional overall balance by loca! 
entral banks will weaken the vertical leadership of each branch by the 
pecialized bank's main branch. It should be seen that strengthening overall 
balance locally is not only a locality'’s economic development need enabling 
the bank's collection, regulation and distribution of funds to conform to 
reality, but also greatly contributes to each main branch strengthening leader- 
its branches. 

Since il central banks must be res; sible tor regulating credit funds and 
currency circulation in the areas uncer their jurisdiction, they must do a 

1 job of local overall balance. Ou i] must be both to strive to accumu- 
late funds in order to ensure the needs of key construction and also to contri- 
bute t verall balance throughout the intry through overall balance in eac! 
rer Mle 

Organize Banking Groups, Handle Note Rediscounting and Open Up Horizonta! 

Contract Channel: 
ylementing horizontal fund ntact and breaking piecemeal division i 

inexorable trend and objective equiremet f the PRC's economic system refor 
reanizing banking groups and carryin int loans and standardized 

ization of note discounti: ' rediscounting handled throu 

ntral banks are now two major mensures t en up horizontal fund contaci 
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other areas, and when qualified can also permit foreign commercial banks’ 
representative departments or offices to represent their main branches and 
other banks in their countries in participating by offering shares. Second, 
since local central banks have the responsibility of unifying management of 
annual credit funds in their own areas, they can also handle these banking 
groups’ “transfer mortgage” loans, enabling the banking groups to achieve the 
needed fund regulation when funds are inadequate and certain loans mist be 
granted. 


The second method is unifying the carrying out of note cashing and discount ing 
business in banks throughout the country. Note cashing and discounting busi- 
ness is a traditional business used internationally, and transforming this 
business method into a Chinese-style socialist banking business is a content 

of banking reform. Since Shanghai banks began experimenting with it in !981, 
they have cashed and discounted over 1,000 notes amounting to nearly 100 million 
yuan and have tentatively formed a set of methods. This method was transferred 
wholesale from the People’s Bank’s main branch in the summer of 1983 for 
experimental use throughout the country. Beginning this business has ot only 
been favorable to handling and supervising commercial credit and to solving 
year in and vear out production and seasonal marketing contradictions between 
retail and wholesale commerce and between commerce and industry, but has also 
been favorable to developing horizontal economic contact between regions. But 
it has not vet become a standardized bank credit business and is regarded as 
only a temporary trust business, methods have not been unified in all banks 
throughout the country, and it will be necessary to develop standardization of 
this business throughout the country, not only practicing it is one's own 
region but also transregionally. 


The beginning of rediscounting business by local central banks is a necessary 
measure enabling note discounting to further develop. With central bank 
rediscounting, specialized banks will have a backup and be able to more happily 
and willingly handle the note discounting business. With the widespread open-~ 
ing up of note discounting business, the fund turnover needed for commodity 
production and circulation will have an assured source, a horizontal contact 
fund network will be formed, and there will also be another favorable factor 
for revising, reforming and animating the national economy. 


Local central banks can be highly effective in opening horizontal fund contact 
routes. There will of course be many difficulties and troubles when aaking 
specific advances, but local central banks should adopt a positive enterprising 


attitude in order to be able to initiate new conditions. 


3. Considering the Strategic Angle, Local Central Banks in Coastal Cities 
Should Continue to Play a Promotional Role in Opening up to the Outside World 


Developing the role of key cities, and particularly coastal ones, is a major 
task in the PRC's economic development and reform. Key cities not only have 
widespread economic contact with all areas throughout the country, but must 
also have a strong appeal for inland cities. Cities such as Shanghai, Tianjin 
and Guangzhou became economic and financial centers for Old China and were 
formed by man conditions and factors, a major one being the development of 
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reign trade which promoted the rise of industry and resulted in the prosperity 
ot the banking enterprise. Taking Shanghai as an example, foreign trade 
developed quickly after the Opium War primarily because Shanghai's geographical 
conditions were very favorable and the Changjiang River basin's abundent goods 
and materials were collected and distributed here. It was built up by trade 
and developed from a trading center into an industrial base. The key city of 
Shanghai is now focused on highly skilled industry, and this accords with 
actual conditions formed historically and is also a strategic goal for future 
development. A key city can be a mainstay industrial base, a trade bearing 
ind a transmission in the area of S&T, and it should naturally even more con- 
prehbensively develop its roles in industry, foreign trade and S&T. Development 
f a key city’s industry, foreign trade and S&T is precisely where local central 
banks should fully focus and conscientiously work for financial turnover. 





‘vi 


Leading Central Committee comrades have issued important instructions on how 
the 14 coastal cities can further open up to the outside world, and how local 
central banks can make the greatest efforts to implement this policy and make 
‘reater contributions is regarded as the bounden duty and struggle direction 

of tunctioning departments which plan and manage regional banking. We can 
learn lessons from the efforts made and the enormous role played by Japanese 
banks to boost the postwar Japanese economy. It goes without saying that the 
social systems and functional banking roles of the two countries are different, 
but the penetrating judgement that banks are a lever in “developing the economy 
ind improving technology” has always been a guiding principle of our socialist 
financial enterprise, encouraging us to continue to overcome difficulties and 
move victoriously ahead. 


We think that the objective role of loc 1 central banks is manysided and that 
me financial enterprises and activities need to be coordinated, some directed, 
some organized and still others handled exactly. If local central banks do 


not have the guiding ideology of planning and managing financial enterprises 
ind activities in the areas under their jurisdiction, their passive handling 
will in fact necessarily exceed their active promotion, and they will be 
unworthy of the function given to them by the state. Banks in all areas have 
et up joint conferences and this is a good thing, but it is merely an 
rganizational form and the content is more important; if substantial content 
ind vitality are lacking, the conditions to develop the role of local central 


inks will also be lacking. 


4 ~ 
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FINANCE AND BANKING 


CHINA DAILY CITES REPORT ON PRICES IN GUANCZHOU 
HK2 30448 Beijing CHINA DAILY in English 23 Jan 85 p 4 


iText| Customers in Guangzhou probably have fewer complaints t 


in the country about the price of agricultural and sideline produ 


these prices have stayed steady or even dropped a little over the 


according to a report in Economic Information. 


Fresh fish prices, for example, have experienced an annual decr« 


Prior to 1976, Guangzhou carried out a monopoly policy for th 


keting of all agricultural and sideline products. Prices di 
value of the products but were subsidized to meet the needs of low 
Plovees. As a result, the city had to spend an average of f 3 
year subsidizing the losses of state-run shops. 
As tarmers were unwilling to expand production of unprotitabl« 
prices were strictly set by the municipal authorities, Gua: hou re 
left complaining about the inconvenience of buying what they needed, 
SAVES « 

In 1979, the city lifted the strict controls on production and market! 
igricultural and sideline products and let the market determine thw 
encouraged farmers, who saw the opportunity to earn more by pr 

lo improve commodity distribution, Guangzhou hosted 3] trade f rs, 
wholesale centers and set up 58 sales exhibition centers for ente 
individual producers from other provinces to display and sell thw 
ilso gave assistance to thousands of individual businessmen in esta! 
businesses. 

As a result, the total sales voluwm ‘f agricultural and 
increased on average at 14.5 percent per year since 1979 
tion of pork, beef and eggs per person has increased more t! 
Litting the strict stat« mtrois over market prices do t me 

1 heavier burden for consumers, although price ris: f cert 

idable at the beecinning. When Guangzhou first let ego it 
the initial rice ris frichtened s © sumer, ) ru 








departments, and some departments restored the monopoly policy to reduce 


consumers’ complaints. The result was low prices and a shortage of goods at 
the shop counters. 


It was only after prices were made to reflect the value of the products that the 
producers vere encouraged to expand. As the economy develops, prices may even 
go down. The rise in the price index in Guangzhou in 1982 was shown to be lower 
than the average level of Guangzhou Province and the country as a whole. 
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FINANCE AND BANKING 


MEASURES TO ELIMINATE EGALITARIANISM IN BANKING SYSTEM 
Beijing ZHONGGUO JINRONG [CHINES™ PANKING] in Chinese No 9, 4 Sep 84 pp 28-29 
[Article by Chen Haowu [7115 3]. .-.6]: "The Breakthrough of Bank Reform''] 


[Text] Bank reforms have become the trend of the times and a necessity under 
the circumstances. But bank reforms involve so many areas, have such 
profound and lasting impact and involve so much work, where shall we begi 

I think that since the bank is a department in charge of funds, we should 
focus on the issue of funds. After we seize the fund issue, we can seize 
the core of bank reforms. The most outstanding contradiction in regard t: 
the fund issue is eating from the “same big pot" and paying no attention 
economic responsibility and economic results. Therefore, if we fail to sei: 
the breakthrough of fund management--smash the "same big pot''--we will atfect 
the improvement of the economic results of the whole society not to mention 
bringing into play the role of banks. 


The "same big pot" of banks in regard to funds find expressions in the follow- 


ing three areas: 1) Higher and lower levels in the banking system eat from 
the "same big pot" in regard to funds and individual banks eat from the "same 
big pot" of integrated banks. 2) Banks eat from the "same big pot" ii 
regard to the fund supply of enterprises. The main expression is that it 
makes no difference whether enterprises use many or a few Joans, whether 
their loan periods are long or short, whether their turnover is fast or slow 
and whether their utilization results are good or poor. Bank loans have 

been basically unlimited for enterprises in the past 30 years. There have 
been no corresponding economic responsibility and pressure on the part 
enterprises for using bank loans. Many enterprises have long-term deficits 
and spent all their circulating funds a long time ago, but banks still loan 
them money to continue production. Many commodities have been stockpiled fo 
a long time, but banks still loan money to commercial departments to procu 
them. Some enterprises report their products as useless and funds as lost, 
thus making bank loans uncollectible. 3) Enterprises eat from the "same bi 
pot" in using bank loans. The main expressions are: Money management i: 
divorced from spending; revenue is divorced from expenditures; those in charg 
of materials in enterprises are not in charge of money; those who sel] good 
do not collect money and there is no strict economic accounting system. 


/6 


@> 





ne “same big pot" in the above three areas is the divorce oi 
from power and interests in the whole process of the movement 
:ised, allocated and used through banks. The final reflection of 
eparation is the excessive occupation and slow turnover of funds and 
ind waste in the whole society. Current bank reforms are 
pting etfective measures in the financial system to eliminate 
the situation of everyone eating from the "same big pot." 


|, we should reform the banks’ fund management system, 


-ople's Bank independently exercises the function of the central 
should change the "balance relationship" and the "target relationship" 


1) 


People’s Bank and specialized banks to the "deposit and credit 


- 


latio ip’ to make specialized banks become the customers of the People's 
) People's Bank become the “final creditor" to provide loans for 
ialized banks according to definite conditions. Only by changing the 


ship between the People's Bank and specialized banks to one between 
depositors and creditors can we fundamentally avoid the phenomenon of 
s in the country eating from the same big pot" and exercise overal] 





tr ver the general scale of credit. All specialized banks should 
ish an accounting system of their own and may exchange remittance with 
‘ther to avoid the circuituous movement of social funis. 
. we should reform the credit system and smash the “same big pot" in 


und supply to enterprises. Loans for enterprises should be determin- 
basis of sales instead of output value. The amount of loans should 
mined on the basis of the sales fund rate. Whether or not products 
table should be considered a basis for granting loans. This can 
e tendency of enterprises overemphasi zing production in a simple 
output value and guide enterprises to organize production in 
e with market needs. Banks should give more loans to those who sel] 
'ess to those who sell less and refuse loans to those who cause 
ing and waste by carrying out blind production in disregard of market 
iis can impose pressure on enterprises when they use loans. On this 
ve should practice floating interest rates in a comprehensive manner, 
terprises speed up their capital turnover by strengthening administration 
ivement, their interest rate should be reduced according to the same 
tion. For instance, if enterprises’ sales fund rate is 5 percent higher 
standard, their interest rate should be reduced by 5 percent; if 
iles fund rate is 10 percent higher, their interest rate should be 
10 percent; and so on and so forth. Otherwise, the interest rate 
e increased according to the same proportion. Both bonus and penalty 
should be linked to the funds of enterprises and are not allowed to 
included in the cost of production. In this way, enterprises will not 


ive pressure but also motjve force when they use bank loans. It can 
el irage enterprises to save and use tunds rationally. As for 

wrcial enterprises, we should separate the management of deposit and 

it to eliminate the phenomenon of commercial enterprises occupying bank 


for prolonged periods of time and eating from the "same big pot" of 
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hird, we should trust money management to those who spend money to smash the 
“same big px in the utilization of tunds inside enterprises. Improvement 
yt utilization results of bank loans in the final analysis is determined by 
the degree of concern shown by enterprises themselves over the funds and 
their management situation. Along with the development of economic reforms, 
enterprise distribution systems have changed and various responsibility 

} 


systems have been established step by step. This has created a condition for 


+ 


enterprises to strengthen fund management. Banks should use this favorable 
condition to help enterprises do a really good job in fund management. Judged 
by the cituation of pilot units in Hebei Province, we can first carry out 


the system of "banks within factories." This is a better way for enterprises 
to manage funds. It monetizes contacts between factories and workshops and 
between different workshops within enterprises and changes the "supplying 

and receiving relationship" to the "buying and selling relationship." Through 
the fund and accounting center of “banks within factories" we can assign 

the targets of fund management to workshops and work groups at all levels, 
contract departments in charge and carry out the reward and penalty system. 
On this basis, we can exercise the target control of circulating funds, In 
other words, we can set targets for enterprises to achieve within a certain 
period to improve the utilization results of funds, establish target systems 
consisting of the occupation rates of reserve, production and product funds 
with the number of days required tor capital turnover as its general target 
value and strengthen fund management in the four links of target, implementa- 
tion, control and evaluation to ensure that every link of enterprises has 
targets for fund occupation, responsibility for fund utilization, counter- 
measures for fund management and rewards or penalties for fund efficiency, 
and meet the demand of speeding up turnover, increase production and save 
investment. Combining "banks within factories" and the target management of 
funds" not only can greatly facilitate implementation of various economic 
contract systems in credit funds after they are transferred to enterprises 
and help arouse money spenders’ enthusiasm for managing money. 


A basic prerequisite for smashing the "same big pot" in the above three areas 
is that we must eliminate the egalitarianism in the internal distribution of 
banks. At present, the internal responsibility system of banks is imperfect. 
Bank leaders and credit departments at all levels do not have direct respon- 
sibility for the success and failure of fund management. What is more, 

there have been no clear evaluation standards and it makes no difference 
whether one dves a good job or not. If this situation is not changed, it is 
impossible to do a good job in fund management. Banks should exercise genuine 
enterprise management, widen the gap in bonus distribution and give rewards 
and punishment. Personnel who have helped enterprises strengthen management, 
achieved good results of fund utilization and made special contributions 
should be honored, awarded and given a wage increase. Those who have neglect- 
ed their duties, achieved poor results of loans due to lack of investigation 
and study and committed mistakes that made "loans uncollectible" should 

be held responsible and even removed from their positions. Those heads of 
banks who have failed to fulfill their tasks for a long period of time 
should be fired. Those competent people who have real expertise, who are 
ambitious and economically oriented should be entrusted with important tasks. 
Only by adopting resolute measures to smash the "same big pot" in banks can 
we raise the management level of banks and improve the economic results of 
loans. 
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xf since part nsolidation, the Ministry of Finance has adopted some 
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measul! + (Ul sUre Line aqMministration ana delegate power! in the spirit ol 
consolidating while reforming. Published below are excerpts of some reform 
« —> 4 Y< ; 


l, tue to the last year’s bumper grain harvest, the state has adopted the 
measure procurin nd transterring more grain with the subsidy of central 


revenue. For eact f grain procured, 2.2 fen has been granted. Somewhat 
more tha billion ian has been spent tor this purpose. Due to a bumper 
otton harvest, the amount of cotton in stock has increased and central revenue 
has been used t pay fer the interest on the portion of cotton stocked after 
L983. mewhat more than 160 millio1 uan has been spent for this purpose. 


ln order to support the development of small hydroelectric power stations 
in rural areas, the measure of supporting electricity with electricity" 

has been adopted since 1984. In other words, protits earned by establishing 
small hydroelectric power stations and selling power networks wholesale to 
countic will not be included in budgets, Instead, all will be used for tlhe 
developmen: of small hydroelectric power stations and small local power 


». oih 1984 SOO ,Q00 tons rT expensi ve giesei fuel 


has been supplied to 
rural it regular prices with price disparities being covered by central 


+. For the fishing vessels of aquatic enterprises depreciation rate 
has been raised from 2.8 to 5 percent. Moreover, sasure of sharing 
he profit contract system has b bolished and all 

surplus income ill be retained by enterprises an | to renew fishing 


5. In order to encourage the technical progress of enterprises, 50 million 
yuan of tate revenue has been allocated to pay for the interest on loans 


issued by the Chinese Bank of Industry and Commerce since 1984 for integrated 











enterprises and coastal and major cities that develop high-quality and 
popular-brand products to import technology and equipment, carry out transior- 
mation projects and manufacture and popularize 12 major kinds of energy- 
Saving machinery and electronic products. 


6. To support the development of domestic transregional integrated enter- 
prises, it is stipulated that the principle of distributing the profits 

of domestic integrated enterprises is that the local government gets the 
same amount of profits the enterprises made before their integration and tha 
the two enterprises share according to their agreements the surplus proti 
they made after their integration. Both plants--the merger and the merged-- 
may draw 30 percent of increased profits for enterprise funds. Of thes« 
funds, over half are for production development funds and the rest for welfare 
and bonus funds. 


7. It was decided in June 1984 that the pitside power stations established 
by the Ministry of Coal Industry be exempted from commerical and industrial 
taxes levied on power generation if they use gangue and bone coal to generate 
electricity. 


8. In 1984, 150 million yuan of major energy and communications construction 
funds will be used to tap potential and carry out transtormation tor coal! 
mines; another 80 million yuan will be used to subsidize the expenses on 
safety and technical measures of coal mines. 

9. The range of the budget contract system has been changed in agriculturs! 
units at the central level. Beginning in 1984, the contract system impic- 
mented only in second-level organs will be implemented in departments; surplus 
funds will be a.lowed to be transferred and used for the development of 

proper undertakings. 
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FINANCE AND BANKING 


GUANGDONG GOVERNOR DISCUSSES FINANCE WORK TASKS, SUCCESS 
HK190655 Guangzhou Guangdong Provincial Service in Mandarin 1000 GMT 18 Jan 85 


{Excerpts} At the provincial conference on financial and taxation work which 
concluded today, Governor Liang Lingguang said: Beginning in 1985, our province 
will adopt a new financial management system for the prefectures and cities, 
with distinctions made between different types of taxes, checking and ratifying 
of revenue and expenditure, contracts for different levels, and no changes for 

+ years. 


fhe contract system will in general be divided into four types: 1) Guangzhou 
City will implement the unified national financial management system, with 
checking and ratifying of base figures, quotas for tax payment to the state, 
increased revenue at different levels, and no changes for 5 years. 2) Foshan, 
Jiangmen, Shaoguan, Shantou, Zhanjiang, and Maoming cities, which implement the 
system of city administration of counties, will be regarded as financially 
first-grade, contractually responsible to the province in a unified way. The 
cities will determine the financial systems and contract methods for themselves 
and their counties. 3) Hainan Administrative Region is to be regarded as 
financially first-grade, contractually responsible to the province in a unified 
way. The Hainan Li-Miao Autonomous Prefecture will be separately listed in 

the plans, remaining at first-grade. The financial systems in all the cities 
and counties in Hainan will be decided by the region or the autonomous prefec- 
ture, as appropriate. 4) The financial systems of Shenzhan and Zhuhai cities 
will continue to be implemented in accordance with the central regulations, 

The Shantou Special Economic Zone will continue to retain all its revenue. In 
addition, Shaoguan City will be contractually responsible to the province re- 
garding the three minority-nationality autonomous counties in northern Guangdong. 


Governor Liang Lingguang also said at the meeting: Since implementirg the all- 
round financial contract svetem in 1980, the province has overfulfilled its 
financial revenue plan for 5 successive years, This has played an important 
role in the development of all sectors of the national economy, in stabilizing 
market prices, and in improving the people's living standards. 


Liang Lingguang said: In 1979, before the contract system was introduced, the 
province's financial revenue was 3.358 billion yuan. In the first year after 
instituting the contract system, it rose to 3.728 billion yuan. Last year's 
revenue is estimated at 4.9 billion yuan. During the 5 years, calculating 
under comparable headings, financial revenue rose by 5 percent, with an average 
annual rise of 10 percent. The financial difficulties which appeared some 
years ago have now eased somewhat as a result of the gradual rise in revenue, 
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ri NANC! AND BANK ING 


HENAN PROVINCIAL CONFERENCE DISCUSSES FINANCE, TAXATION 
HK231502 Zhengzhou Henan Provincial Service in Mandarin 2300 GMT 22 Jan 85 


[Text] The 10-day provincial conference on finance and taxation work ende 
on 20 January. Provincial Governor He Zhukang, Vice Governor Ji Hanxin, 
and Hu Jiyun attended the conference and delivered speeches. 


[t was held at the conference that finance and taxation departments in the 
province must further correct their guiding thinking on finance and taxation 

work under the new situation, and must study new methods for handling matters 
relaced to money, including earning, accumulating, and spending money, so that 
financial departments can become business operations and management departments 
of governments at all levels to better serve and support the four modernizations. 


[The conference discussed and defined new the financial management system. 
Beginning in 1985, the provincial authorities will institute the financial 
system of classifying taxes, jointly deciding on income and expenses, increasing 
the proportion of reserve funds, [word indistinct], and practicin 1 contract 
system at each level. This is to be done among all prefectures, cities, and 
counties. This system implements the spirit of the decisions of the CPC 

Central Committee and the provincial CPC committee on reform of the economic: 
Structure in both guiding thought and specific regulations, and reflects the 
policy of enlivening the domestic economy and opening to the outside world. 

This system will not only provide motivaticn and vitality for all prefectures, 
cities, and counties, but will also provide pressure, thus making it possible 

for all localities to develop production according to their local conditions, 

to open more avenues for making money, and to increase their income. In particu- 
lar, this system will encourage the old Soviet areas, mountain areas, and poor 
areas to go all out and work hard to achieve transformation as soon as possible. 


The conference also assigned the plan for tax revenue in 1985 and arranged 
finance and taxation work for 1985, demanding that finance and taxation depart- 
ments at ali levels properly carry out reform of finance and taxation systems 
at all levels and gradually change old ways and habits with the spirit oa! 
reform, so as to promote production, enliven the economy, increase income, and 
properly use funds. 
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FINANCE AND BANKING 


BRIEFS 


BEER PRODUCTION--Beijing, 23 Jan (XINHUA)--The People's Construction Bank of 
China will grant 800 million yuan in loans over the next 3 years to boost beer 
production, today's PEOPLE'S DAILY reports. Most of the funds will be used to 
upgrade existing breweries, although some new plants will be built. Priority 
will be given to major cities, tourist areas and economic development zones. 
When completed in 1987, the development program will help China double its 
present annual production capacity of 2.2 billion liters, the paper says. 
[Text] [Beijing XINHUA in English 0650 GMT 23 Jan 85] 
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CONS TRUCT ION 


PRIVATE SECTOR INVOLVED IN URBAN HOUSING 
OW191858 Beijing XINHUA in English 1618 GMT 19 Jan 85 


{Text] Zhengzhou, 19 Jan (XINHUA)--A 30-year-old peasant has start: 
development company to help the state solve urban housing problems in t 
Province city of Zhengzhou. 


Ground was broken recently for the new company's first commercial bui 
construction of about 1,300 apartments with 80,000 square meters of tlo 
is planned for this year. 


"We will sell houses for less than the state," Manager Li Jinan 


Li worked as a temporary construction worker in the 1960's. Since IRQ) 
run a chicken farm and an inn, and built parking lots. When he saw tha 
was a serious housing problem in Zhengzhou, he and seven other peasants 
3 million yuan to start the company. 


The move was supported by the city government, which gave the co 

to build on. Local residents have been lining up to buy houses in 
Some have asked to buy shares in the company, which now gives part- o1 
employment to more than 20 engineers, accountants, professors and schol 
has also hired over 1,000 construction workers. 


The Chinese Government recently began encouraging rural surplus /abor an 


better-off peasants to come to cities to build hotels and housin, or ¢ 
service trades formerly run by the state, 


CSO: 4020/92 
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OONSTRUCTION 


CONSTRUCTION OF MATERIALS CENTERS ACCELERATED 
OW230540 Beijing Domestic Service in Mandarin 1200 GMT 21 Jan 85 


[Text] China is accelerating the construction of materials and equipment 
trade centers, with stress on general centers in big cities. Li Kaixin, 
director of the State Bureau of Materials and Equipment, pointed out that 
it is a breakthrough in the reform of the distribution system for materials 


and equipment. 


Materials and equipment trade centers are new entities that have emerged in 
recent years as the planned distribution of the means of production is being 
changed into commercial distribution. These centers deal primarily with 
materials and equipment which are subject to guidance planning or left to 

the operation of the market. At present, there are 96 materials and equipment 
trade centers of all sizes across the country, of which 69 are general trade 
centers and 27 are specialized trade centers. However, there are few trade 
centers dealing mainly with staple goods. For this reason, beginning this year 
the State Bureau of Materials and Equipment has decided to help expand a number 
of key materials and equipment trade centers and turn them into new trade 
organizations which extensively incorporate the participation of materials 
enterprises and production enterprises, provide all kinds of services to supplies 
and consumers, and deal mainly with staple goods. 


The Shenyang Materials and Equipment Trade Center, which was jointly set up by 
the State Bureau of Materials and Equipment and relevant departments of 

Liaoning Province and Shenyang City is preparing to start operations. 
Preparations are also underway for construction of a number of new trade centers 
in Beijing, Shanghai, Xian, and other large cities. 
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oe OD lar 5° 
’ . ~ 
WOMEST RADE 
+ en . . , ‘ ; ry : ‘ ‘ rt 
MEASURES TO IMPROVE POSTS, , IMUN \ ER\ 
’ 7 «4 ’ 4 ’ . 
Be lk 18) Fane } 8. ‘ . hr ‘pp = 
| ‘ b . . - - : vw “ ; t« 
{ art ¢ y 5 iT i , ‘ eh ) te v v witt ] 
’ * ) | —— r "9 
Tait ime, M Lister r ft Ss } j : ) i 
im ? " 
, - | ‘+ ~ ; 
i at x I 7 ‘ ‘Tiy lu ye. | r¢ t is Set a \ 
. " , y ; ! 
orrices ft the mi Sift Be) | ¥ sf r p ’ } ft 
The letter was from a servic F othe ese Instrument Import and 
r yf 5 Hi , *? . ; ’ ‘ ’ " , 
xporct U¢ ié sald 1 é Sta : ive } 
, haa) " - * " 
of domest ic irresponde ‘ mid ter t ta Bs list C. T } 
" 7 
every day. But, be é tance telep rv 
= [or = Lesa we . j , 
at ¢ Ve y dl Awa Li « “ ii i J / ’ ’ ‘ | i > i 7) pr ‘ 
. ? ] a mn > , ’ ~~ 5 9 ; | ) . ‘ 7. 
Caii ane pet | t i uk A ' : I ‘ .¢ ep { see7T Y if reve ) 
. , , * , " ™— ; } . wn 
worse. whie rh Wwe p CK p Cre t ne. t ere ( ! ’ d i] { ©. et f 
‘ " ‘7 tt, 
t ne re j Ss da DU >" » : ; YT | \“ j ; t T T { imbe ¢ . n it \w a Jt 


b (or , } } 1 sm t l or) . + , "s morse } 
be patient and dial the damned telep e aga igain. , Wis 


[ could smash the telephon: t or blow.” 

As soon as they f tshed reading t letter, minister: f post and telecommun 
ications urged telephon tfices to v ib tbers and studv measures Con- 
front: zg a2 Situatio Like tT 9 A thie mi ters wr Dur Wich inxkietl 

In tact , the te iepnone Ls t the Nackward service in commu: mions. 
Facing the current situat wl the whole post and telecommun tic 
service 1s extremely | mpatible with the development tf the nat lal economy, 


| 


comrades of the euding party group of t Ministry of Posts and Telecommunica 
tions are very worried. ihney are l Nis wart it at present China s po 
and telecommunications service is t i i prom ent weak mk } 
the national economy and that the se} usiv backward post ind tele mmunications 
service has becom nport if tact ! ee Cing trie ipid deve pine if ] ne 


nationai economy and efforts pe ip t the ovtside world. They understand 


Since party conso.lidat i ll. iC ( rGaa wil t’ lirect ive | the \,! 
Committee on paying attention t correcting the guiding ideology for che pro 
fessional work of our industry, e leading party group of the Ministry 


Posts and Telecommunications has conse usly anaiyvyzed the curren ; ‘at . 


of posts and telecommunications, discuss: measure chan; the backward 











Situat f posts and telecommunications and recalculated and reexamined the 
tendency that the Dusiness volume of communications services will increase 


rapidly along with the development of the national economy. On this basis, 

the leading party group of the Ministry of Posts and Telecommunications contend 
that trom now on the rate of development in communications must be higher than 
in the national economy and that in order to guarantee the achievement of the 
target of quadrup! total industrial and agricultural output value, the 


x 
apacity of posts and telecommunications should increase eight times by the 
vear 2000. This is am inspiring goal as well as an extremely arduous one. 


How do we fulfill this fighting goal? I interviewed Comrade Yang Taifang, the 
Minister of posts and telecommunications. Yang Taifang was appointed minister 
of posts and telecommunications in July 1984. He graduated from the Depart- 

ment of Electrical Engineering of the Zhongshan Uriversity in the 1940's, spe- 


cializing in telecommunications. He is now 57 years old. He once served as 
director of the Guangdong Posts and Telecommunications Research Institute over 
a long period of time. He was transferred to Beijing to serve as the vice 


chairman of the Academy of Posts and Telecommunications Sciences in 1978 and 
appointed vice minister of posts and telecommunications in 1982. He is an 
expert-type minister who has professional knowledge and managerial experience. 
Since he became a vice minister and then minister, he has been eating at the 
mess hall and sleeping in the office almost every day and has been going home 
only twice a week. He is thinking and devising strategies for improving the 
backward situation of posts and telecommunications. 


When [| brought up the aforementioned question, almost without thinking he 
started talking with great confidence. He said: Comrades of the leading 
party group of our ministry have discussed this question thoroughly. They 
believe that although we need to make great efforts, it is possible to achieve 
this fighting goal. Measures to achieve this goal can be summarized mainly 


as fol lows: 


First, we need to rely on policies. Where do large developing funds come from? 
[If we do not rely completely on state investment, we would have to rely on 
policies to raise funds on a broad scale. According to our calculation, we 


need what is called three one-thirds--state investment, accumulated funds of 
postal and telecommunications departments and publicly raised funds each 
accounts for one-third. In the past, we overemphasized the characteristic of 
posts and telecommunications as a whole and practiced monopoly which held back 
the initiative of all localities and departments and affected the development 
of communications services. In the past 2 years, postal and telecommunications 
departments in Fujian and Shanxi provinces have cooperated with departments 
concerned in making investments and mobilizing subscribers to raise funds, 
thereby greatiy accelerating the development of communications. This has 

given us great inspiration. We must ease policies, open channels and raise 
funds from all fields. We should vigorous!y organize all regions, departments, 
enterprises and institutions run by the state or collectives to raise funds. 

Or we should cooperate with them in developing communications services and pro- 
vide preferential treatment for investing units. We should encourage and sup- 
port localities, collectives and individuals in establishing and managing rural 
post and telecommunications services under the county level. Whoever raises 
funds to build telephone stations, runs postal agencies and contracts postal 
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leadership of the CPC Central Committee and the State Council and with the sup- 
port of all circles in society and the joint efforts of all staff and workers 
of postal and telecommunications services, we certainly can substantially 
quicken the tempo in the construction of China's posts and telecommunications. 


12302 
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FOREIGN TRADE AND [INVESTMENT 


NORWEGIAN BUSINESS LEADERS ON TRADE OPPORTUNETIES WITH CHINA 
Oslo AFTENPOSTEN in Norwegian 20 Nov 8&4 p 10) 
[Article by Terje Svabo: "Business Optimism Characterizes Clina Visit" ] 


[Text] Beijing, 19 Nov--Common concern over the Soviet Union's constant de- 
ployment of SS-20 missiles is only one of the conclusions of the 3-hour lon, 
conversation between prime ministers Zhao Ziyang and Kare Willoch in Beijiny 
Moaday morning. Premier Willoch received a very broad orientation on cconomic 
reforms in Chinese business and industry. 


After his conversation with Zhao, Willoch made no secret of the fact that he 
views the possibility of growing Norwegian enyagement in China with optimism. 


The meeting between Zhao and Willoch took place in a very friendly atmosphere. 
Observers say that as early as duriny Zhao's first visit to Norway in June 

the two premiers ‘found the right tone” between themselves. And aiter the 
meeting in the Great liall of the People, Willoch said to Norwepian press repre- 
sentatives that the Chinese had received tlhe Norwegian delesation with great 
amiability. 


The Light Touch 


Norwegian journalists were admitted to the opening of the Monday meetins, and 
Premier Zhao initiated the light touch by asking Premier Willoch if he had had 
time to exercise before coming to the Great Hall of the People. Willoch re 
plied that he had slept so well that he had had no time. “Zhao quickly re 
marked that Willoch’s good sleep was probably due to Maotai (a very strong 
Chinese brandy) having been served at the welcoming banquet on Sunday evenins,. 
In a briefing to the Norwegian press people concerning, the more serious part 
of the conversation, Willoch said the Chinese side is interested in developing, 
cooperation in the areas, among others, that were taken up in the welcoming 
speech on Sunday, primarily shipping, equipment for ships, off-shore exper- 
tise, computer technology and fishing. 


Statoil 


In his conversation with Zhao, Willoch had touched upon Statoil's position in 
4 possible engagement in China. The Norwegian premier explained to his 

















Chinese colleague that there are no obstacies to Statoil engaging itself in 
China, if the company finds it appropriate from the business point of view. 


Questions concerning opportunities for Norwegian enterprises in China have 
thus far taken up much of Willoch's time in Beijing. The importance Willoch 
assigns to this is indicated by the fact that David Vikoren of the Norwevian 
Association of Ship Owners, Arne Langeland of the Norwegian Export Council 
and Knut Lofstad of the Norwegian Association of Industries are all members of 
the delegation. Each of the three men will during the visit have separate 
conferences with their Chinese counterparts. 


Premier Willoch stressed to the press the importance of favorable financing 
arrangements for Norwegian enterprises that wish to enter the Chinese market. 
Lanish companies have, according to NTE [Norwegian Telegram Bureau], been 
able to gain a competitive advantage vis-a-vis Norwegian and other foreigr. 
companies by means of large state loans, so-called mixed credits. According 
to what NTB has learned, the Norwegian government is willing to implement 
Similar measures on a test basis, but on a far smaller scale. 


The international situation was also discussed in broad terms in the discus- 
sion between the two permiers. Willoch pointed out to the Norwegian press 
representatives that the Chinese had strongly stressed the importance of re- 
sumption of disarmament negotiations. Willoch pointed out that in the opinion 
of the Norwegian government the standstill mist be blamed on the Soviet lnion 
Since the West had taken a number of steps to get the negotiations under way 
again. 


Willoch said it would be correct to characterize the Chinese view as a 
continuous appeal to the two great powers to get the negotiations out of the 
period of inactivity. "We cannot expect that a country in China's situation 
will speak of disarmament in the same way as Norway, but to state it prudently, 
understanding of Norwegian standpoints is considerable as concerns the Last. 
West situation,’ said Willoch. He pointed out that both China and Norway are 
seriously concerned over the Soviet Union's continuing deployment of new SS-20 
missiles. 


As concerns China's future relations with the Soviet Union Willoch stated as 

his personal opinion that it was futile to imagine a rapproachement between the 
two countries reminiscent of the past. Zhao and Willoch sat together over three 
hours, a meeting that had passed so quickly that Willoch quoted to the press a 
statement made in the Great Hall of the People: ‘When one talks with friends 
the hours are too short--when one speaks wit! enemies half a sentence can be 

too long." 


11,256 
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FOREIGN TRADE AND INVESTMENT 





GU MING DISCUSSES FOREIGN-1NVESTMENT ENVIRONMENT 
Beijing GUOJI MAOYI [INTERTRADE] in Chinese No 10, 27 Oct 84 pp 50-51 


{Article by Wang Zhezhong |]3769 0772 0022]: "Gu Ming Discusses China's Invest- 
ment Environment" ] 


[Text] Foreign entrepreneurs are becoming increasingly interested in coming 

to China to invest and are negotiating a growing number of projects. Never- 
theless, it is also true that a number of these cntrepreneurs and investors 
believe that China's laws are incomplete and provide no safeguards for invest- 
ment, and thus these people have doubts about the size of the risks involved 
and are unable to commit themselves to investing in China. This problem thus 
is a matter of perceptions concerning the investment environment in China. 

Gu Ming, deputy secretary general of the State Council and responsible member 
of the Center for Research on Economic Laws and Regulations, recently discussed 
his views on this problem in Beijing. 


Gu Ming stated that the matter of whether or not China has a favorable invest- 
ment environment may be examined from three angles: the political environment, 
the economic environnent, and how much preferential treatment is provided for 
investors. After the 3d Plenum of the llth CPC Central Committee, stability 
and unity were achieved throughout the country. The most basic task of the 
socialist stage is to develop productive forces, and we are now concentrating 
our strength for socialist modernization. To accelerate modern development, 
China has implemented a long-term, firm and unswerving policy of opening up to 
the outside world. As Comrade Deng Xiaoping recently noted, "In establishing 
special economic zones and carrying out the open-door policy, we must have an 
explicit guiding ideology, and that ideology consists of liberalization and 
opening, not of restriction and closing." The legal rights of foreign entre- 
preneurs and investors will receive protection under Chinese law, and so the 
apprehensions regarding China's political environment harbored by some people 
are unwarranted. And some foreign businessmen are worried that China will! 
nationalize or expropriate their investments and property. These misgivings, 
too, are unfounded. For Chinese leaders have repeatedly and unequivocably 
stated our policy in this area, and China's constitution and existing economic 
laws contain explicit provisions for the protection of the legal rights of 
foreign investors. The Law on Sino-Foreign Cooperative Enterprises stipulates 
that the Chinese government will protect the investments, profits and other 
legal income made in accordance with state-approved agreements, contracts and 
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charters by foreign participants in joint ventures. In practice, since the 
founding of new China 35 years ago, the Chinese government and people have 
scrupulously kept their promises, honored contracts and abided by the princi- 
ples of equality, mutual benefit, fairness and reasonab!eness in handling 
matters relating to foreign economic and technical cooperation. This is com- 
mon knowledge and obvious to all. 


Some foreign businessmen are worried that China's economic laws concerning 
foreigners are incomplete and fear that investors’ rights cannot be ensured. 
We can affirm to everyone that, in addition to the abovementioned numerous 
economic laws and regulations that have been formulated since 1979, China is 
also stepping up efforts to formulate a contract law relating to foreign 
economic affairs, a law on enterprises employing foreign capital, a law on 
cooperative ventures between Chinese and foreigners, regulations on technology 
transfers, and the like. In this fashion, we will soon be able to complete 
China's legislation relating to foreign trade and effectively protect the 
excellent climate under the open-door policy. Where laws have not yet been 
formulated and promulgated, contracts established through fair and equal 
consultation can be used to set forth the rights and obligations of each partner. 
Once approved by relevant departments in the Chinese government, the contracts 


will acquire the force of law and be binding on both parties. 


How large is the risk involved in coming to invest in China? We can say that 
all investment assumes some risk. No matter in which country or region or in 
what kind of enterpr.se investment is made, one can never be 100-percent sure 
of success. This is common sense and is what we mean by "risk." But the risk 
involved in investing in China can be said to be very small, and the likelihood 
of success is great. This is determined by the fact that China enjoys stable 
political conditions, her open-door policy is firm .nd unshakable, and she 
possesses a favorable economic environment for investment. 


In discussing this environment, Gu Ming stated that China is vast in size, 
possesses abundant resources, has a population of | billion people, boasts a 
huge market, and offers a massive and cheap labor force. Moreover, China's 
economy is advancing at a stable pace as we continue to apply the policy of 
readjustment, restructuring, consolidation and improvement. In the last 4 
years, our national economy has steadily and rapidly expanded. Agriculture 
has achieved bumper harvests year after year, light and heavy industry are 
developing in a coordinated fashion, energy and transport are improving more 
rapidly, domestic and foreign trade are steadily growing, economic results 

are rapidly improving, the people's standard of living has risen and fiscal 
revenues and foreign-exchange reserves have increased. These developments are 
obvious to everyone, and thus from an economic perspective China boasts an 
excellent investment environment, which fact is recognized throughout the 
world. Last year, when I went to the FRG and the United States to observe and 
study economic law, I had the opportunity to discuss the economic and legal 
problems of the world with some famous economists, legal scholars and academics. 
I discovered that the famous economists of the FRC and the United States 
unanimously believe that the Asian-Pacific region shows the best prospects, 
that the East Asian economy possess tremendous potential, and that the next 
century will the age of the Pacific. Some foreign entrepreneurs and experts 




















believe th t for the next several decades the Pacific basin, especially East 
Asia, will provide the best environment for investment. The rapid development 
of the Chinese national economy and the steady improvement in the people's 
standard of living will bring about increasing demand for advanced technology 
and products. We advocate a policy of letting some of our people get rich, 

and even if only 100 or 200 million of our | billion people do so, this would 
amount to a prosperous population the size of a Japan or a United States, 

would offer a market possessing tremendous purchasing power, and would provide 
foreign investors with a vast field for operation, which is very important for 
investors. Recently, the Exxon Corp of the United States, which is cooperating 
with the Offshore Petroleum Co of China in the South China Sea, discovered a 
large natural-gas field. This greatly increased the confidence and courage of 
that corporation, which decided to add a project for the utilization of natural 
gas. The Kodak Co of the United States began cooperating with China in 1981, 
when it commenced a small pilot project in Shanghai to produce slide projectors. 
This year, the company has decided to enter a cooperative arrangement in Xiamen 
and transfer color-film technology to China. I met the chairman of the board 
of that company when he led a delegation to China recently, and he told me that 
this was the first time his company had ever agreed to trans’er its technology. 
With emotion, he told me that Western entrepreneurs must come to China to see 
things for themselves. Otherwise, they will never be able to make the right 
decisions on investment. 


As for preferential treatment, Gu Ming stated that an important principle that 
we follow in developing economic and technical cooperation with foreign countries 
is that we both uphold China's sovereignty and protect foreign partners’ legal 
rights and we hope that projects will both promote and accelerate China's four 
modernizations and be profitable for investors. China's laws provide for pre- 
ferential treatment so as to encourage active foreign investment. In the area 
of taxation, joint ventures established for 10 or more years may, upon approval 
from tax agencies, be exempted from business income taxes during the Ist and 

2d years of profitability and be accorded 50-percent tax reductions during the 
3d, 4th and Sth years thereafter. Joint ventures having low profit margins or 
located in frontier areas may be exempted from income taxes for 5 years after 
achieving profitability and, with the approval of economic and financial depart- 
ments, may be accorded a 10-year, 10-30 percent income-tax reduction when their 
initial tax reduction expires. In accordance with law, goods imported by 
joint-venture enterprises for production purposes will be accorded preferential 
exemption from national customs duties. The legal rate for business income 
taxes in special economic zones is 15 percent, which is even lower than that 

in Hong Kong, and China also grants special preference to enterprises that 
establish new and developing trades; initiate operations involving especially 
advanced technology or that are technology- or knowledge-intensive. In addi- 
tion, we will also give investors supplying advanced technology access to some 
of our markets, in effect trading markets for technology. We want Sino-foreign 
joint ventures and wholly-owned foreign enterprises to export as much as possible 
so we can increase foreign-exchange earnings. But we will also make some of 

our markets available and permit such joint ventures and enterprises to sell, 
upon specific approval, advanced or urgently needed goods domestically and to 
repatriate the profits earned therefrom. 
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Comrade Gu Ming delivered this talk at the recent Beijing Seminar on Interna- 
tion2l Economic and Commercial Law, which was jointly sponsored by the Lega! 
Affairs Department of the China Council for the Promotion of Internationa! 
Trade, the New York University Law School and the Oceanic Publishing Co of the 
United States. Attending the talk were people from the United States, England, 
the Netherlands, France, Japan, the FRG, Belgium, Switzerland, Canada, Sweden, 
Italy, Brazil, Australia and Hong Kong, and 140 experts, college professors, 
members of diplomatic missions in China, foreign banking, commercial and track 
representatives stationed in Beijing, Chinese and foreign lawyers, and dele- 
gates from relevant Chinese departments. 
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FORLIGN TRADE AND INVESTMENT 


NORWECIANS TO ESTABLISH MANAGEMENT INSTITUTE IN BEIJING 
Oslo AFTLENPOSTEN in Norwegian 20 Nov 84 p 10 
[Article by Gunnar Filseth: "Shortage of Enterprise Managers" } 


[Text] Beijing, 19 Nov--P*ime Minister Kare Willoch on Monday presented a 
,ift from Norway to China: a management institute is to be established in 
beijing, financed by Norway. The Chinese will be taught modern enterprise 
management according to Western principles with Norwegian assistance. The 
Oslo Management Institute [BI] will hanile the curriculum and Norwegian Com- 
puters Inc will furnish the equipment, the cost of which will be close to 6 
million korner, while the Bl's share will come to 11-12 million kroner. 


The project will be entirely financed by Norway, technically through the UN 
development program. China asked for support from the UN program for the in- 
stitute, and upon a request from the UN Norway is supplying the funds. 


it seems to have become a tradition that Norwegian prime ministers visiting 
China bring with them gifts. When Odvar Nordli [former prime minister] was 
in beijing four years ago he promised the Chinese an ocean research vessel 
the cost of which was 72 million kroner. 


The cost of the new gift will be 17 million kroner. 


“This is a very important project in a field to which China assigns great 
weipht,’ was Premier Zhao Ziyang's immediate reaction when the plan for the 
Management Institute was presented by Willoch during the conversation in the 
People's Great Hall. 


The Chinese press has recently directed much attention to the qualifications 
of Chinese enterprise w.napers--or rather their lack of qualifications. 
This is constantly pointed to as one of the main reasons for lack of produc- 
tivity in Chinese industry. 


Ma lions, president of the Chinese Academy of Social Research, said recently: 
Poor enterprise leadership is to a high degree the reason for poor economic 
results in China. According to our test samples less than one-third of 

those in leading positions in China's large and medium size enterprises are 

experts with knowledge of how they should be managed. Much work must be done 

to train management personnel....' 
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The modernization plans for industry presented last month make trainings of 
Chinese enterprise managers even nore urgent, writes the Chinese press. There 
is a very acute shortage of people with management skills. 


The Norwegian-financed institute will concentrate upon training teachers for 
other management institutes in China. It is to be the first of its kind in 
China. The establishment phase wil. last for two years, starting in January 
1985. 


Initially, a team of 20 Chinese teachers will come to Uslo to attend Lb! enter- 
prise studies. Teachers and specialists from Bl will travel to Beijing to act 
as counselors and lecturers in the establishment p. ase. It is assumed that at 
the end of the two years 50-60 teachers will have obtained the required 
special instruction so that the Beijing Institute will at the end of 1906 

be able to function on its own. 


“The Chinese realize that at the present time they have a very rreat need 
for absorbing competence, as well as technoloyy. Central to this is nanare 
ment instruction. Whether China is to be able to handle the new process of 
modernization and internationalization will to a large extent depend upon 
this " says Kristian Vennemoe, marketing chief of Norwegian Computer and one 
of those who took the initiative for the Beijing Institute. 
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FOREIGN TRADE AND INVESTMENT 


INTERVIEW ON CHINA'S OPEN-DOOR POLICY, FOREIGN FUND USE 
Beijing GUOJI MAOYI [INTERTRADE] in Chinese No 6, 27 Jun 84 pp 38-39, 28 


{Interview with Lu Yongkuan [415}! 3057 1401], Foreign Information Bureau, 
Ministry of Foreign Economic Relations and Trade: “Opening to the Outside 
World and Utilizing Foreign Funds Are China's Long-term Strategic Policies-- 
Response to Questions Posed by the Japanese Government's Investment Study 
Group" ] 


[Text] [Question] What is the relationship between China's basic economic 
policies and its policy of opening to the outside world? 


[Answer] Everyone knows that China is presently constructing socialist 
modernization on a grand scale. Our main principle is still to be self- 
reliant and, secondarily, to seek foreign assistance. Based on tie 
economic development expe: iences of many countries of the world and upon our 
own actual conditions, China has decided to carry out the policy of opening 
to the outside world and to utilize foreign funds to accelerate the 
constrution of ovr socialist modernization. This is a iong-term strategic 
policy of China that is firm and unshakeable. China's policy is not to 
close but to be open. Practice in recent years fully proves that the 
utilization of foreign funds helps make up for the lack of funds for some 
of our construction so that we can introduce advanced technology and 
management experience. This has a definite role in promoting the 
readjustment and development of China's state economy. 


[Question] Please introduce the scale of foreign investment in China and 
the situation concerning related joint ventures. 


[Answer] Since the publication of the “Law of the People’s Republic of 

China on Joint Ventures Using Chinese and Foreign Investmenc” in 1979, 
foreign investment in China has increased annually. Through the end of 

1983, China utilized $14.5 billion in foreign investment, $11.9 billion of 
which were loans from foreign gover.ments and international financial 
organizations and $2.6 billion were direct investments. More than 2,300 
contracts have been signed between China and foreign enterprises to accept 
various kinds of foreign funds. The contracts and agreements stipulate 

that foreign businessmen shall invest aimost $6.7 billion; of these contracts 
are cooperative investment projects with a foreign investment of $340 million 
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and 1,047 are joint ventures with an investment of $2.95 billion. There 
are 23 high-seas petroleum cooperative development projects worth a foreign 
investment of $2.04 billion and 998 compensatory trade contracts with loans 
to introduce equipment worth $930 million. Other forms of foreign investment 
are worth $420 million (which includes 53 projects independently owned by 
foreigners). Of 188 joint ventures, ?0 concern the petrochemical irdustrv; 
7, communications, posts and telecommunications; 56, light and textile 
industries; 44, machinery, electronics and metallurgy; 15, construction; 

4, foodstuffs; 21, tourist services; 6, agriculture, animal husbandry and 
the fisheries industry; and 15, other industries. Businessmen have come 
from more than 10 countries and regions to invest in China, including the 
United States, England, *Yrance, Japan, the FRG, Belgium, Denmark, Switzerland 
Sweden, Italy, Norway, Australia, the Philippines, Thailand, Hong Kong and 
Macac. Of the above investments, Japan has been investing $790 million in 
the cooperative production of deep-sea petroleum. Japan's 14 investment 
projects in China are worth more than $20 million [as published]. 


[Question] Please discuss in detail China's specific policies, laws and 
regulations regarding the acceptance of foreign investment. 


[Answer] China has consistently adhered to the principle of equality and 
mutual benefit in its foreign economic work. Our policies, laws and 
regulations for foreign funds are based upon this principle. We shall 
protect the lawful rights and interests of foreign investors, give them 
definite advantages, allow them to earn reasonable profits and protect 

them by law. Article 2 of the "Law of the People's Republic of China on 
Joint Ventures Using Chinese and Foreign Investment" stipulates: "The 
Chinese government protects, by the legislation in force, the resources 
invested by a foreign participant in a joint venture and the profits due 
him pursuant to the agreements, contracts and articles of association 
authorized by the Chinese government as well as his other lawful rights and 
interests.” Our permitting foreigners to invest allows them to earn money. 
Profits earned by foreign businessmen are naturally permitted to be remitted 
abroad. Article 10 of the joint-venture law clearly states: "The net 
profit which a foreign participant receives as his share after executing 
his obligations under the pertinent laws, agreements and contracts, the 
funds he receives at the time when the joint venture terminates or winds 
up its operations and his other funds may be remitted abroad through the 
Bank c* China in accordance with the foreign exchange regulations and in 
the currency or currencies specified in the contracts concerning the joint 
venture.” 


In order to accept foreign funds in an even better way to introduce 

advanced technology, last year China convened a National Foreign Fund 
Utilization Work Conference, summed up its experiences and further relaxed 
policies. Regarding tax revenues, joint and cooperative ventures that 
invest in the importation of machinery and equipment are exempt from import 
customs taxes and the related unitary industrial and commercial tax. 
Equipment imported for compensatory trade projects and goods exported as 
compensation are exempt from (mport customs taxes and the unitary industrial 
and commercial tax. Equipment imported for leasing projects shall be 


100 

















levied only one-half the usual tax rate. The income tax rate on Sino- 
foreign joint ventures is 33 percent which includes a 3 percent local tax). 
The company’s first two profitable years are tax free. During years three 
to five, one-haif the rate is levied. After the tax holiday has ended for 
relatively low-profit agricultural, forestry and other joint-venture 
projects in areas that are economically undeveloped, the tax rate can be 
reduced 15-30 percent for the next i0 years with the approval of the Ministry 
of Finance. With the approval of the tax organizations, foreign joint- 
venture partners that reinvest profits in China for more than 5 years wiil 
be given back 40 percent of the taxed portion that is reinvested. 

Excluding st 1te-controlled exports, exports produced by Sino-foreign joint 
ventures are exempt from the unitary industrial and commercial tax and from 
customs duties. 


Regarding commodity sales, China has wise markets and great potential. 
These are advantages in attracting foreign investors. The joint-venture law 
clearly stipulates that goods produced by joint ventures can be sold in 
China. The proportion of these goods sold domestically or abroad is 
determined by how advanced the technology is and by China's need for the 
goods. If China urgently needs or has to import them, the proportion for 
domestic sale can be expanded as needed. A majority or even all of the 
goods can be sold in China and imports can be calculated from production. 
The local government or the Ministry of Foreign Economic Relations and 
Trade [MOFERT] can resolve any resulting foreign exchange imbalance in the 
joint-venture. 


[Question] Please discuss management authority in Chinese enterprises and 
the policies, plans and other factors concerning the introduction of foreign 
funds in the provinces, municipalities and autonomous areas. 


[Answer] We set up a Sino-foreign Joint-venture Board of Directors so as 
to run even better all relevant business matters. This board has full 
authority over production, planning, marketing and the hiring of employees. 
The state has adopted many measures toward this end. Joint ventures have 
authority to manage exports and purchase raw materials on the domestic and 
international markets. The costs of purchasing coal for fuel and gas for 
vehicles needed to produce goods for domestic sale and other expenses borne 
by joint ventures such as heat, electricity, transportation, labor costs 
and culsulting services shall be treated the same as in state enterprises, 
except for the procurement prices of the six raw materials regulated by 

the state (gold, silver, platinum, petroleum, coal and timber) that are used 
by joint ventures as directiy produced export commodities, as well as 
purchases of export commodities administered by China's foreign trade 
companies or import commodities set according to international planned 
prices of fixed international reference prices. The joint ventures’ own 
goods and services shall be reasonably priced and quoted prices shall be 
registered with the administering depaiiment. 


MOFERT is the department that handles the day-to ‘ay administration of 


China's foreign fund utilization. All Sino-foreign joint and cooperative 
ventures, compensatory trade, leasing and other forms of contracts must 
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be filed with MOFERT or its representative agencies. They will then seek 
approval from the concerned department or the State Council. Every 
locality and de .rtment has the authority to examine and approve projects 
that will utilize foreign funds. Presently, Shanghai and Tianjin have 
examination and approval authority over foreign investment projects that 
are less than $10 million; Beijing, Liaoning Province and Daliar, less than 
$5 million; Guangdong and Fujian, less than RMB 100 million, provided that 
they do not upset the state's cverall balance; and the remaining provinces, 
cities, autonomous regions (including Chongqing) and departments «f the 
State Council, iess than $3 million. 


[Question] China recently implemented an open-door policy in 14 coastal 
port cities. Please introduce the situation there and the forecast for 
the future. 


[Answer] China recently announced the implementation of the policy to open 
further to the outside world in 14 coastal port cities, from Dalian in the 
noith to Beihai in the south. Relaxing certain policies makes these 
cities and enterprises enthusiastic about developing foreign economic 
activities. Some of these cities will have conditions for the gradual 
development of open economic zones. Besides the cities proper, we also 
have plans for carrying out infrastructure construction along clear 
geosraphical lines in order to run Sino-fvreign joint and cooperative 
ventures and enterprises entirely owned by foreigners in a centralized 

way to adopt certain SEZ policies and to provide preferential treatment. 


[Question] Please introduce the relationship between determining foreign 
fund plans and the state's guidance. 


[Answer] China is a country with a planned economy, so the acceptance of 
foreign funds also comes under the state economic plan. When the state 
formulates a plan for foreign funds, it is coordinated with the entire 
state economic plan. Basic construction of Sino-foreign joint ventures and 
their related produccion, supply and marketing activities must be brought 
into the state plan by the departments in charge. With the support of the 
concerned state departments, needed goods and materials can be supplied 
on time and commodities sold on time, ensuring normal operation of the 
enterprise's production activities. The state also pays full attention 
to the handling of authority by the cooperative enterprises and their 
adherence to the guidance of the state plan. 


[Question] Please discuss the key trades that hope to introduce foreign 
funds and the relevant policies. 


[Answer] Based on the needs of China's national economic development, 
the current key departments for investment are communications, 
transportation, energy, metallurgy, machinery, electronics, new construction 
materials, nonferrous and rare metals and agriculture. We also have nearly 
400,000 industries that are key points of emphasis for investment. To 
achieve technological transformation in a planned and prioritized manner, 
a considerable number of them must utilize foreign funds and introduce 
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advanced technology. We welcome those who invest in China to utilize 
various methods (including the setting up of independently owend enterprises 
in China). 


Japan is a country with relatively advanced industries and solid financial 
and technological strength. China has abundant resources and open markets. 
We hope that the Japanese will respond enthusiastically to the 
above-mentioned trades for investment, particularly the technological 
transformation of old enterprises. 
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FOREIGN TRADE AND INVESTMENT 


EFFECTS OF CHINA'S OPEN-DOOR ECONOMIC POLICY ANALYZED 
Tokyo BOEKI TO KANZEI in Japanese Nov 84 pp 10-16 


[Article by Nagao Watanabe, advisor, Nikko Research Center Ltd: "Rubicon 
Already Crossed" } 


[Text] Tremendous Changes 


First, I would like to introduce myself. Since I entered the Toa Dobun Shoin 
[university] in 1934, I have been a modest China watcher for fully 50 years, 
constantly observing China both directly and while engaged in some other work. 
Today, I would like to discuss my private views concerning China. 


Twenty-seven years ago, I was ordered to open a Bank of Japan branch office in 
Hong Kong. It seems like only yesterday that a large bunting with the slogan 
"The people's commune is good" was ha. zing from the Bank of China building in 
Hong Kong, which is now under reconstrm “fon. After listening to stories by 
refugees from the mainland with my own ears, I reported to my head office that 
"the people's commune is not good." 


Ever since then, I had always thought: "Mao Zedong is wrong in implementing 
politics that are counter to human nature." I was at the Shanghai office of 
the Bank of Japan about 40 years ago soon after the war, so I was well aware 
that the Chiang Kai-shek regime at the time was corrupt and that the communist 
government was able to convert China with its huge population into a socialist 
state. Perhaps it can be said to have been a necessary evil because of the 
great number of poor people. Nonetheless, the system gradually began to reveal 
its shortcomings. 


[hat is to say, China is confronted with numerous political and economic pro- 
blems, and it is in the midst of making adjustments. However, if we reflect 
on the past half-century from a broad perspective and also observe China in 
comparison with other nations, it has entered a favorable stage today, re- 
latively speaking, despite its slow progress and numerous failings. 


I have visited China 11 times since the war ended. I went there twice last 
year and also made a trip for half a month in the spring of this year. Every 
time I go there, I am amazed at the remarkable changes that have taken place. 
Of course, the unchanging framework of bureaucracy and toadyism that impede 
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its historical progress remain, but nonetheless major changes have occurred in 
various aspects. Naturally the buildup of the infrastructure, including trans- 
portation and communications, takes time and can be irritating. For example, 
it is difficult to get an intercity phone call through in Beijing. On the 
other hand, it is now possible to get a call through from a hotel in Shanghai 
to Tokyo instantly. The rattling Soviet Ilyushin planes are gradually dis- 
appearing from the scene, and today the British Trident and the American Boeing 
jets are beginning to be used. 


One can fly from Hong Kong to Canton in 25 minutes. It is quite a change when 
one recalls that, in the past, one had to enter cautiously into China by train. 
Moreover, there are direct flights today not only from Hong Kong, but also 
from New York and Tokyo. 


On each visit, I was able to ascertain a favorable change in the farming areas. 
It is a well-known fact that well-to-do farmers from the Wanyuanh: district 
recently visited Japan on a sightseeing tour. Housing construction in the 
farming areas is also noticeable. 


What Is Adjustment? 


At this point, I will embark on my main topic. Whenever one discusses present- 
day China, it is necessary to talk about “adjustment™ or "reform." Let us 

take a look at China in relation to such matters as country risks and inter- 
national monetary instability, which are my specialty. The nations of Central 
and South America are unable to repay their foreign loans and are confronted 
with severe financing conditions by the IMF concerning relief loans, and are 
forced to rely on outside help. On the other hand, China has taken the ini- 
tiative to implement self-adjustment and has succeeded. Major Asian debtor 
nations such as South Korea and Indonesia have also belatedly begun self- 
adjustment, but China has been a step ahead in putting it into practice. More- 
over, it is noteworthy that China is alternating adjustment and reform of its 
system. 


Chairman Mao Zedong died on 9 September 1976 (the Double Ninth Festival). 
Since then, China's politics and economics have undergone a Copernican evolu- 
tion. China's reform and external open-door policy are the results of 8 post- 
Mao years of trial and error. 


Immediately following Mao's death, the gang of four was arrested, and Hua 
Kuofeng of the erstwhile Cultural Revolutionary faction became leader of the 
transition to launch a fantastic development plan, resulting in a "China boom,’ 
These events are still fresh in our memory. 


In other words, it only took a short time to realize that the plan was beyond 
China's capability. It became clear that each and every plan concerning tech- 
nology, management, infrastructure, internal finance and construction materials 
was more than it could handle. 


The adjustment period began in 1979. What did adjustment mean? first, it 
meant the slowdown of development, or the economic growth rate. [he Chinese 
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called it “progress through moderate steps." Secondly, it meant the reapprais- 
al of agriculture and light industry that had been treated lightly in the past, 
and the relative toning down of heavy industry. However, energy and the infra- 
structure were to be treated as exceptions. Thirdly, in China's case; due to 
the absence of private investment in plants and equipment, much of the invest- 
ment for development meant investment for basic construction with central 
planning. However, serious financial deficits resulted from hasty planning. 
This was to be changed in the direction of achieving balance. Fourthly, a 
balance in trade was to be maintained or brought into the black. Furthermore, 
the savings rate in China at the time was 36 percent and high compared to 
Japan's 20 percent and the 5-percent rate in the United States. However, this 
was the result of compulsory savings, and the living standard of the masses 

was kept extremely low, forcing them to lose enthusiasm. Adjustment meant 
eradicating the complaints that “life is meaningless if one must merely read 
Mao's Collection of Quotations, which are nothing but spiritual chants," in- 
creasing consumption and lowering the savings rate. 


At the outset, the four pillars of adjustment, reform, orderliness and improve- 
ment were established, and these were included under the term "adjustment" in 

a broad sense. The two focal points were adjustment and reform in a narrow 
sense. 


Next, what does reform mean? It is necessary to talk about reform first in 
discussing the present rapidly evolving open-door economic policy. Reform 
means that, while China's system of economic management itself is based on a 
framework oi socialism, it has incorporated and mixed fairly liberal and 
capitalistic methods within that framework and aims to boost the people's 
enthusiasm to increase production efficiency. The Chinese call it “wa-chien" 
and aim to provide independent authority to business enterprises, farmers 
(laborers) and local governments, thereby stimulating the economy. 


What has happened as a result of such policy changes? Although China was close 
to a financial balance as a result of adjustment, things went too far and pro- 
duction in the heavy chemical industry temporarily entered a broad decline. 
Also, due to the enforcement of reform, commodity prices rose, central author- 
ity lost its effect and various flaws became apparent. At this point, a plan 
for alternately emphasizing adjustment and reform was set in place, and has 
continued until the present. The present may be considered as a stage of in- 
creasing consolidation of adjustment (tentatively until 1985) and the begin- 
ning of an emphasis on reform. Deng Xiaoping made that decision early this 
year, and the great march toward reform interfaced with an open-door policy 
has just begun. 


Today, the powerholders of government centering on Deng Xiaoping, Hu Yaobang 
and Zhao Ziyang are facing internal political foes. One group is the army and 
another group is linked to the still healthy Hua Guofeng. In the rural areas, 
the Cultural Revolutionary faction is still a force to be considered. More- 
over, the fact cannot be ignored that a confrontation exists between the pro- 
adjustment faction and the proreform faction within the present regime of 
powerholders. At the top of the proreform faction is Deng Xiaoping who weaves 
left and right while maintaining an appropriate balance, and under him are Hu 
Yaobang and Zhao Ziyang. 
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At the top of the proadjustment faction is Chen Yun. He is an economic tech- 
nocrat who rose from a typesetter in a Shanghai commercial printing firm and 
implemented the First 5-Year Plan in cooperation with the Soviet Union. Al- 
though he is the sixth ranking member of the Communist Party today, he has con- 
siderable influence and both power and a good reputation. His motto is: "Do 
not hasten economic construction. Do not open the cage door of socialism too 
widely." 


There was an extremely strange campaign going on concerning "spiritual pollu- 
tion.” The rationale was: "When we opened the window under an open-door 
policy, fresh air entered from the outside, but mosquitoes and flies also 
entered." It temporarily caused foreign countries to recoil from cooperation, 
but the campaign was born in October of last year and was squeezed out by 
January of this year. There was the following episode. Since not only the 
leftwing but also the proadjustment faction did not think well about the open- 
door policy, “spiritual pollution" was used as a diversionary tactic against 
Hu Yaobang, while Deng Xiaoping merely stood watching on the sidelines. 


However, during January and February of this year, Deng Xiaoping personally 
inspected the special economic districts of Shenzhen and Xiamen, and he became 
confident that the smooth conditions would contribute greatly to the advance- 
ment of China's economy. He also took along members of the opposition to ob- 
serve the actual conditions, and succeeded in convincing them. His words of 
encouragement were: "The special economic districts are doing exceedingly 
well. I want your best efforts." Concern about his own longevity may have 
prompted his impatient prodding. 


Then suddenly, 14 other special districts were designated as secondary special 
economic districts. Moreover, this time the focus was on Japan--to import its 
technology and capital--in order to promote China's modernization. Qingdao 
was indeed chosen with Japan as the target. During Prime Minister Nakasone's 
visit to China this spring, the promotion of joint ventures by Japan was 
especially requested. 


What I wish to point out in this connection is the issue of cancelling the 
Paoshan project of 1981. Adjustment was begun prior to that, but actually 
ended up unfinished. Full-scale adjustment began in the spring of 1981. At 
the time, immediately before Poland became unable to repay its foreign debts, 
China looked at Poland's conditions of overextended development and realized 
that, based on its own capabilities, it would be unable to repay the loans it 
had planned to borrow to build Paoshan. It therefore decided to cancel the 
agreement at the import contract stage. 


Looking at this measure in retrospect, it was indeed a wise choice in turning 
to self-adjustment, despite a temporary feeling of shame concerning the default. 
In this respect, it is quite different compared to the South and Central 
American countries and the Philippines. In terms of the credibility of the 
country itself (country risk), China has presently risen to the global rank of 
B, just under A. 
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What is Reform? 


Now, reform involves the will of the farmers and laborers to work. With that 
in mind, farm commodity prices were raised and the workers’ wages were hiked 
(they are now being held back, because they became a factor for inflation). 


Also, since about 3 years ago, China voluntarily began to discontinue the 
people's communes. This involves two phases. The people's commune has com- 
bined an adminisirative function (including military and educational affairs) 
and a productive function (agriculture and small industries). It was a ,-.icy 
that was adopted vis-a-vis the Soviet Union during the Mao era, to enable the 
rural areas to survive in the event they became isolated. Of the two functions 
(unity of government and society), the first point of reform was directed to- 
ward government, reviving and restoring the former village or district govern- 
ment to relieve the burden of administration from the people's commune. 


Also, the second step of dismantling was intended to restore the commune to a 
de facto private ownership system, while retaining the collective ownership 
system in form. According to a notice by the Chinese Comuunist Party that was 
issued in January of this year, "Farmland will be leased to each family for 15 
years or longer." At the outset, the lease was for a maximum of 2 or 3 years, 
but the people would .ot do their best to cultivate the land if they thought it 
would pass into the hands of another family after a short »eriod. 


Furthermore, it was decided to let the family sell the right of use to another 
family in some cases. It was also changed to a production contract system. 

As long as a given quota was filled, the family could claim any surplus crops 
as its own, and the farmers thus began to work with increased zest. 


I personally inspected farms in various areas, and have seen major changes 
during the past 2 or 3 years. There are new houses and more of them are being 
equipped with television sets. There are also farm families that have bought 
small trucks. Of course, there are still many indigent districts in the 
hinterlands, but despite the different levels, there has been general improve- 
ment. 


China's population totals more than 1 billion, of which up to 800 million are 
farmers. The improvement of the farmer's livelihood is therefore the secret 
of government. 


If the people discard the old spiritualism and work hard, the fruits can be- 
come their own, their livelihood will improve and they will even be able to 
travel abroad. 


They will be able to improve their living standard by their own efforts, and 
this is actually being realized through the dismantling of the people's 
commune. 


In China, provincial ownership is called state ownership. The majority of 


enterprises is under state ownership and the right of ownership belongs to the 
state. Therefore, profits from the enterprises had been submitted totally to 
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the state. Regardless of the profits made by an enterprise as a unit, no 
bonuses were given to the workers, and permission from the government was 
necessary for an increase in facilities. The enterprises have had no inde- 
pendence and did not find it worthwhile. It was therefore decided that profits 
would no longer be surrendered intact to the state treasury, but would be col- 
lected in the form of taxes (business income tax and adjustment tax), with the 
enterprise allowed to keep earned reserves. This is called a “reformed profit 
tax." The use of earned reserves is left up to the enterprise. In addition, 
the enterprise may borrow funis from the banks. Financial investment funds 
were also revised so that a portion is now interest-bearing bank loans. The 
rural districts were also given independent financial authority and import 
rights, thus enhancing their independence. 


Despite such reforms, people in any country tend to adhere to sectionalisn. 
This propensity is especially strong in China. It is therefore a fact that 
various power struggles are taking place. 


Contradictions are seen everywhere in the sense that, despite the transfer of 
authority to the local districts, matters are not progressing smoothly in 
practice. There is also a move to return authority to the central government, 
due to an excessive transfer of authority to local districts. In that sense, 
it is a transitional period, and subtle vibrations are taking place. However, 
as a general trend, reform can be considered to be making progress. 


Looking at the results of the alternate advancement of adjustment and reform 
in terms of statistics, industrial production last year increased by 10.5 per- 
cent compared with the previous year. Especially heavy industry, which oc- 
cupied a considerable share, grew despite continued efforts to check it. 
Agriculture grew at a rate of 9.5 percent, with grains alone showing an 
amazing growth of 7.5 percent. 


This is excessive in the light of general adjustment, and the authorities point 
out that an adequate growth rate is 5 percent for industry and 4 percent for 
agriculture. In any case, the target date of the Sixth 5-Year Plan (1981-1985), 
which is the first stage of a plan set at the end of 1982 to "quadruple the 
overall agricultural and industrial production by the end of the century," was 
already moved up by 2 years and achieved by the end of 1983. Item-by-item, 
foodstuffs reached a record high of 380 million tons last year. Target dates 
were likewise moved up for raw cotton, coal, crude oil, steel, cement and 


chemical fertilizers, and their goals have already been achieved. 


However, it is difficult to think that this pace will continue forever. The 
Seventh 5-Year Plan trom 1986 to 1990 is now under study. 


Meanwhile, trade was adjusted by cutting back imports. The Baoshan problem 
arose in this connection. 


The two-way China trade today is worth $44 billion and its one-way trade is 
worth about $22 billion, but an export surplus has continued since 1981. This 
is due to the import cutback and a curb or the foreign exchange market. The 
developing countries that are guilty of mismanagement are conversely 
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overvaluing their own currencies, and are reluctantly obeying the IMF's advice 
to devalue them. On the other hand, China has quickly taken the initiative to 
implement devaluation. One yuan in the people's currency was worth 67 cents in 
U.S. currency at the end of 1980, and about 50 cents at the end of 1983. It 
was 38 cents as of 18 September of this year. A yuan is worth exactly 100 yen 
in Japanese currency. During this period, the rate of yuan devaluation totaled 
about 40 percent. It is no wonder that exports are promoted and imports are 
controlled, resulting in savings of foreign exchange. 


China has a two-tier market quotation system. The internal price has approach- 
ed nearly 2.8 yuan to the U.S. dollar (1 yuan = 36 cents). As a result, 
foreign currency holdings at the end of March of this year totaled about $16.7 
billion and slightly under $500 million in gold. These foreign currency re- 
serves are equivalent to 10 months’ imports by China. Japan has more than 

$20 billion in foreign currencies, but holds less that a 3-month supply in 
reserves. We warned the Chinese that it is inefficient to hold so much in 
foreign currency, and they themselves are well aware of it. Nonetheless, it 

is the reason why China's foreign credit has been fully restored. 


There Are Problems Behind Reform 


All this presents a completely rosy picture, but there are also numerous pro- 
blems. While a system of production responsibility has been implemented in 

the industrial sector, things are not moving as smoothly as in the agricultural 
sector. Shoddy products are being manufactured, costs are excessive and defi- 
cits in state enterprises are still common. As a result, there is the problem 
of inadequate funds to be absorbed for China's finance. General Secretary Hu 
Yaobang frankly points this out. 


It also involves the problem of the price system. For example, the prices of 
energy, raw materials and farm products are kept low. Steel brings profits 
because it is imported at low cost and sold at high prices. 


However, profit-and-loss is determined in reverse by planned decision by the 
government regarding costs, product prices and the rate of depreciation. The 
“interest reform tax" has entered its second phase, and the contradictions in 
the price system have been camouflaged by the “adjustment tax." A correction 
toward a fair price system will take time. 


In addition, agriculture has admittedly been reformed drastically, but problems 
have arisen in the meantime. First, the population has begun to increase. In 
1979, the population growth rate declined to 1.17 percent, but subsequentiy 
began to rise again. The reason is, if more children are born, the family will 
have more workers to earn money. However, the burden on the state for educa- 
tion and maintenance of the infrastructure will increase, and the per capita 
GNP will be kept down. The goal is to keep the population at 1.2 billion at 
the end of the century, but it will probably be exceeded. There is also the 
problem of an aging society, and a second look is being taken regarding a 
"single-child family policy." 


The armed forces are also in a trade-off situation. In the past, it was said: 
"A good man does not become a soldier," but with the People's Liberation Army 
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it was changed to: "A good man becomes a soldier." However, due to the cur- 
rent prosperity in the farming areas, fewer men wish to become soldiers, which 
displeases the army. 


Moreover, the war against Vietnam was lost with the use of the antiquated 
"human wave" tactic. In order to promote modernization of the military, an 
enormous budget is necessary. Since economic investments are made within a 

set GNP, it means a correspondingly smaller military budget. This too does not 
sit very well with the military. Such disputes with the military stem from 

the policies on reform. 


Furthermore, class divisions are again emerging. Although the annual per 
capita income is $250, there is a big difference between the urban areas and 
the hinterlands. The income in Shanghai has probably reached $1,000. Even in 
the rural areas, there is a wide difference between the extremely poor hinter- 
land and a district like Wanyuanhu where many inhabitants are making money in 
nonfarming trades such as freight-forwarding and poultry rajsing. This may 
cause envy and resentment. If such frustrations should increase, it may trig- 
ger a return to a leftwing trend. The distribution system is presently being 
improved, but it is still far from adequate. A shortage of energy is inevit- 
able from a long-term outlook. Oil production is presently 100 million tons, 
and more than 10 percent is exported. Especially the present electric power 
shortage is quite acute, and efforts are being made to overcome it with 
hydraulic power and nuclear energy. 


Three Modes of Introducing Capital 


The two main pillars of present China policy are reform and an open-door policy, 
with adjustment somewhat in the background. Also, reform and the open-door 
policy are in a close mutual relationship. As was mentioned before, state 
policy was changed to emphasize the upgrading of the people's living standard. 
It is necessary toward that end to make the GNP pie larger. Funds are neces- 
sary for that purpose, but it is difficult to adopt a policy that holds down 

the people's consumer habits by enforcing domestic savings. There is thus 

only one solution--to introduce capital from foreign countries. From the 
standpoint of economic principles, this is a natural course. Today China is 
implementing a policy in line with this principle. 


The money from Japan's Overseas Economic Cooperation Fund, the Export-Import 
Bank and the World Bank, and commitments of public funds by foreign governments 
and foreign private (commercial) funds are reported to tctal some $15 billion. 
Meanwhile, however, China has adopted an adjustment policy and has accumulated 
foreign currency on the one hand, and has been rapidly repaying loans with high 
interest from commercial banks and the IMF, excluding long-term and low- 
interest loans from public funds. 


Although there are many theories, I wonder if the balance of China's present 
foreign borrowings is not merely about $3 billion. Its debt service ratio is 


therefore very low and its foreign debt situation is quite sound. 


As was mentioned before, China's foreign currency holdings total about $17 
billion, including gold. Since the sixth 5-year plan envisions a total 
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investment of $1.8 trillion, even if the entire foreign currency reserves were 
spent they would be less than 10 percent of that. Therefore, China's policy is 
to spend its savings appropriately, and concurrently to borrow adroitly from 
foreign commercial funds (mobilizing internal funds, of course). If the 
interest rates in Japan and the United States should drop lower, it would like 
to borrow much more. Also, the top bureaucratic authorities have publicly 
stated: "We would like to borrow about $50 billion during the next 10 years." 


Today, oil development on Hainan Island is about to start with an annual pro- 
duction goal of 10 million tons, and offshore development is about to begin in 
the Pohai Bay and off Chuchiang. This spring, during Prime Minister Nakasone's 
visit to China, a second-round load of 470 billion yen ($2.1 billion) was com- 
mitted. In addition, a commitment was reportedly obtained from the Export- 
Import Bank for more than $2 billion for the energy-related field. 


The foreign funds sought by China can be divided into three categories. The 
first involves the aforementioned public funds from the Overseas Economic Co- 
operation Fund and the Export-Import Bank, which are funds to build the infra- 
structure, and require low-interest, long-term repayment conditions. There is 
no limit to the amount of such funds that China would like to borrow. 


The second category includes commercial funds. They consist of monies from 
foreign commercial banks, including Bank of China bonds and bonds issued by 
investment agencies in various parts of China. Today, foreign exchange risks 
aside, Japanese interest rates are relatively low, and China would like to 
continue a certain amount of borrowing. The Bank of China will soon issue 20 
billion yen worth of yen-based public bonds in Japan. However, in general, it 
refrains from introducing high-interest commercial funds. 


The third category consists of funds in the form of joint ventures with indus- 
trial circles, and are direct investments by foreign countries. They could 
well consist totally of foreign funds. What China welcomes today are the 
aforementioned first and third categories. Especially the third category con- 
stitutes stable funds. It also contributes to training of personnel through 
the study of superior technology and management capabilities. It was quite 
prudent of the Chinese to focus on that point. Instructed to "find joint- 
venture partners, since we are borrowing your money," foreign banks and securi- 
ties firms are truthfully putting forth their best efforts. 


The Point At Issue Regarding Joint Ventures 


Meanwhile, the funds for joint ventures totaled only several hundred million 
dollars at the end of last year. Japan's share was a mere 6 percent of the 
total, so China is constantly applying pressure for more. Japan is behind 
Hong Kong and the United States. The reasons are as follows. 


First, a country risk exists concerning the future internal political situa- 
tion after Deng Xiaoping. Also, if a situation of "ggodbye free world, hello 
Soviets" should occur, joint ventures will also be blown away. 


Secondly, exports are strongly demanded of the joint ventures. On the foreign 
side, the mammoth China market of 1 billion people is a rreat attraction. The 
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Chinese side has recently made concessions and is recognizing import-substitute 
businesses and internal sales of products which they deem to be essential. For 
example, a joint venture company with Sony and telecasts by Fukuoka Nichinichi 
Television are being permitted in Lianyungang, Jiangsu Province. However, they 
still involve negotiations over costs and sale prices. 


Thirdly, there is the problem of the imperfect legal system. There is no civil 
law, commercial law or company law. The rules of operation for the joint ven- 
ture law are being worked out, but require greater speedup. 


Fourthly, the conditions demanded by the Chinese side are very severe. A 
maximum of 30 years as the joint venture period is asking too much. In addi- 
tion, land costs are comparatively high, and wages are high compared to labor 
productivity. Of course, the awareness on the Chinese side regarding these 
points has recently improved considerably. 


Fifthly, Japan's formula for decisionmaking in management is bottom-to-top. 

An adequate feasibility study is made concerning country risks, etc., and then 
passed to the top. Family partnerships with strong traits of private enter- 
prise like Suntory Ltd and the Otsuka Pharmaceutical Company have made early 
entries, but others are generally showing caution. 


In contrast, American enterprises adopt a top-to-bottom formula and are quick 
to act. Although Japanese enterprises adopt a bottom-to-top formula, entry 
will be easy provided more satisfactory investment conditions are met, and the 
number of contracts has increased since the beginning of this year. 


In September of last year, an agreement to avoid double taxation was signed 
between Japan and China. An investment protection agreement to “compensate in 
case of a government takeover" will probably be signed also. 


Post-Deng Era? 


What about the first point mentioned earlier--the main post-Deng problem? 
Minor power struggles and policy struggles will probably continue after Deng, 
and there will be minor revisions. There is also the problem of class divi- 
sions. However, in the main, the Rubicon has been crossed, and there is no 
turning back. As I myself would have guessed for the past 27 years, the cur- 
rent policies are generally following a good trend. Of course, no one can 
make an absolute prediction regarding the future. However, despite numerous 
problems, it does not seem possible that the abominable Cultural Revolution 
will ever make a comeback. 


The reason is that the present system is more suited to human nature. Since 
there were wide disparities in the past and a great many people were poor, Mao 
Zedong's homespun communism, saying: "If there is food, let us eat it together,' 
could not be helped. As the series on the production of goods in the 
"Historical Chronicles" [by Ssu-ma Chien] points out, the Chinese are especial- 
ly homo economix by nature and are perhaps not adaptable to a strict socialist 
system. This spring, I heard an elderly Chinese masseur in a certain city of 
China say: "The longer Mr Deng lives, the better China will become." Un- 
certainty exists concerning the post-Deng era, but these words are typical 
praise of present-day politics. 
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Secondly, the powerful energy of Mao Zedong, who brought about a revolution by 
rejecting feudalism and imperialism, is comparable to the Emperor Shih-hwang-ti 
of the Chin Dynasty and Napoleon of yore. Nonetheless, he made mistakes. 
Perhaps his mistakes were 40 percent and his achievements were 60 percent. In 
any case, his energy now lies eternally buried next to Karl Marx. The 

champion fighter Ye Jianying, who fought in the revolution with Mao, is virtual- 
ly at the close of his life. Chen Yun is already 81 years old. My opinion is 
that, regardless of how much the lesser leaders may strive, they lack the 
charisma tu upset the present system. 


Thirdly, the cooperation of the free world is indispensable for the development 
of China's economy. For example, without the introduction of capital from 
Japan and oil exploration technology from the United States, the modernization 
of China's economy is impossible. So, despite the furor over the textbook 
problem, once the principles were openly discussed and the problem settled, 
they came with smiling faces and asked: “Please lend us your money." Despite 
the problem of Taiwan, China needs American technology. In other words, I 
believe that the economic ties and unifying forces between China and the [free 
world serve as a natural brake that keeps China from turning to the left. 


I do not deny that some elements of my own hopes have influenced my analysis 
thus far. However, if the cultural revolution should reemerge in China, China 
will perhaps be ruined semipermanently. I do not believe the Chinese are so 
foolish. 


The world is now in a jet-computer-communication age. I[t cannot afford to make 
China an orphan politically and economically. In passing, I would like to say 
that one can misconstrue China by looking only at China. It is important to 
observe China from a global perspective. 


Future Direction of the Social System 


Well then, where is China's social system headed? How far will China's social- 
ism approach capitalism? While there may be a difference in nuances between 
Deng Xiaoping and Chen Yun, there are probably three identifying points in 
socialism. The first is the planned economic system. The second is the public 
ownership system. The third is the rejection of exploitation in the employment 
relationship. Even the Chinese leaders cannot confirm the end result of these 
reforms. 


Chen Yun made a famous allegory to the effect that "a bird called freedom and 
reform is permitted to fly inside the birdcage of socialism. However, the bird 
is not permitted to fly outside the cage." In a similar vein, the reformist 
faction is greatly enlarging the birdcage. However, the principle of a planned 
economy remains at center stage, and the market economy remains unchanged in a 
secondary role. 


Next, regarding the ownership system, a substantial change can be seen. 
Especially the collective ownership of the people's commune is disintegrating. 
Privately-owned land has expanded from 7 percent of the total arable land to 
15 percent. Also, by recognizing the right to use the land tor more than 15 
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years to each family, it has come close to de facto private ownership. As was 
mentioned before, the open-door policy is a way of introducing foreign capital 
through joint ventures and other methods, and the special economic districts 
were created to accomplish it. In addition to the previous special districts 
of Shenzhen, Zhuhai, Xiamen and Swatow, 14 other districts were added this 
spring as secondary economic districts. Zhuhai, which lies just behind Hong 
Kong, is already more than an export-processing district and enjoys various 
privileges. It is truly representative of “Red capitalism." 


Moreover, from a long-term standpoint, Hong Kong (and maybe Taiwan too) will 
be added. Meanwhile, there is the hinterland economy, so China will have a 

three-tiered economy. Thus the outlook is for a mixed ecomony with emphasis 
on socialism--that is, on what is called a “socialist mixed economy." 


Meanwhile, in order to make the pie called the GNP four times as large, the 
7.2 percent growth rate must be continued for 20 years from 1981. It cannot 
be denied that there are numerous problems such as population and energy as 
growth-deterring factors. 


The population growth rate will bring an increase even at a l-percent level. 
The per capita income therefore cannot increase easily. Deng Xiaoping is re- 
ported to have recently lowered the goal of $1,000 in 20 years to $600-$700. 
If the population continues to grow steadily without a rapid growth in the 
overall GNP pie, the framework of socialism cannot be lifted even in the 21st 
century. If excessive pressure is used, the possibility of another revolution 
will arise. 


Finally, what about the problem of exploitation? Previously employment of up 
to five workers was permitted. Now, up te 10 workers are allowed. However, 
only recently, it is reported that more than 10 workers can be hired if one 
pays proper wages through mutual by 'p. 


In any case, a grand experiment, unprecedented in the history of mankind and 
which takes the middle road between socialism and capitalism, or mixes the 
two, is evolving on the stage called China. 


Relationship Between Japan and China 


In closing, I would like to say a word about Japan's position in Sino-Japanese 
relations. Since we are neighbors, it goes without saying that we should have 
peaceful relations. However, it is not desirable to think that Sino-Japanese 
relations will proceed smoothly by merely exchanging platitudes of friendship. 
We must put aside sentimental views concerning China and first look at China 
with objectivity, and then enhance mutually complementary relations through 
give-and-take. 


From China we must receive security for Japan vis-a-vis the Soviet Union and 
resources, and give China our technology, management know-how and capital. I 
believe that, when this mutually complementary relationship is balanced to an 
extent, the stability of Sino-Japanese relations will be maintained. 
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Although there may be some boomerang effect, it will not conceivably appear 


suddenly or very greatly. The reason is that China faces difficulties that I 
mentioned before. 


One fact that we must not forget is the thick wall between socialism and 
capitalism. I myself have felt this acutely through my work. 


The name Toa Dobun Shoin [East Asia Common Language Institute], where I 
studied, is actually an exaggeration. It is an overstatement to say that Japan 
and China share the same language. Both our written and spoken languages are 
different, as well as our mentalities (ways of thinking and cultures). There 
are some people who advocate common abbreviated characters, but this seems 
rather hasiy thinking. Of course, Chinese culture is closer (to Japanese 
culture) than Indian, Middle East and Latin cultures. However, I believe that 
we can only build real and long-term Sino-Japanese relations by recognizing the 
fact that “Japan and China are really different." 


5884 
CSO: 4105/055 
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13 Feoruary 1985 


FOREIGN TRADE AND INVESTMENT 


PRC PAPER ON INVESTMENT ENVIRONMENT IN PRC, ASEAN COUNTRIES 


HK201001 Shanghai SHIJIE JINGJI DAOBAD in Chinese 27 Aug, 10 Sep, 8. 15 Oct, 
19 Nov, 3, 10, 17, 24, 31 Dec 84 


{Comparison of Investment Environment Between China and ASEAN Countries"-- 
edited by the Japan Asian Economy Institute and translated by Pan Zhengping 
(3382 2973 1627] and Wang Yanren [3769 1693 0086] ] 

[27 Aug 84 p 2] 

[Text] Decrees Concerning Investment 

China 


The Law of the PRC on Joint Venture Using Chinese and Foreign Investment 
(July 1979) 


The Regulations for the Implementation of the Law of the PRC on Joint 
Ventures Using Chinese and Foreign Investment (September 1983) 


The Income Tax Law Concerning Joint Ventures Using Chinese and Foreign 
Investment (1980) 


Guangdong Province's Special Economic Zones 


The Regulations on Special Economic Zones in Guangdong Province (August 
1980) 


Indonesia 

The Law on Foreign Investment (Law No 1 issued in 1967 and revised in 1970) 
The Income Tax Law (January 1984) 

Malaysia 


rhe Law of Rewards on Investment (revised in 1968, 1978 and re-revised in 
1980) 


The Industrial Readjustment Law (revised in 1975 and 1979) 
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Singapore 


The Law of Rewards on Developing the Economy (revised in 1967 and 1970 and 


re-revised in 1979) 


Thailand 


The Law of Rewards on Investment (1970) 


The Law on Foreign Enterprises (1972) 


Regulations Governing the Occupations of Foreigners (1973) 


The Philippines 


The Investment Law (1981) 


The Law on Promoting Investment in Lately Developed Regions (1983) 


The Philippine Export Processing Zones 


The Relevant Regulations Issued by the Department in Charge of the Export 
Processing Zones (revised in 1972 and 1978, 1980) 


The Type of Enterprises Given Preferential Treatment 


Indonesia 


Investment Priority Projects 


The Selected Industries (published in June 1983) 


Malaysia 


Pioneering industries 
Labor-intensive industries 
Capital-intensive industries 
Export-related industries 
Import-substitution industries 
Hotel-related industries 


Singapore 


Pioneering industries 
Development enterprises 

Export enterprises 

Shipping enterprises 
International trade enterprises 
Warehouses or service trades 
Consulting enterprises 
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Thailand 

Priority industries 

The Philippines 

Registered enterprises 

Registered export firms 

Registered export trade firms 

Registered service export firms 

Registered tourist enterprises, agricultural enterprises, and the registered 
enterprises in future development zones 

Philippine Export Processing Zones 

Registered enterprises in the zones 

China 

No special regulations 

Guangdong Province's Special Economic Zones 

No special regulations 

[10 Sep 84 p 2] 

[Text] Basic Rights and Guarantees 

l. Guarantees Concerning Requisition Matters 


China 


The investment, profits, and other legal earnings prescribed in the agree- 
ments, contracts, and regulations approved by the Chinese Government will be 


protected according to law. 
Guangdong Province's Special Economic Zones 


The capital and profits of the enterprises in the zones and their other law- 
ful earnings will be protected according to law. 


Indonesia 


Apart from the decrees enacted by the legislative assembly to protect state 
interests, no other measures are taken to annul the ownership of nationalized 
foreign enterprises and to restrict their powers in management and operations. 
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Malaysia 


it has signed agreements on investment protection against requisition 
separately with Canada, the United States, Holland, the FRG, Switzerland, 
Sweden, Belgium, and Luxembourg. 


Singapore 

It has signed agreements on investment protection against war and requisi- 
tion separately with the United States, Britain, Canada, Holland, Switzer- 
land, Belgium, Luxembourg, the FRG, and France. 


Thailand 


All industries are not to be sold at appraised prices and are free from 
requisition. 


The Philippines 

With the exception of those enterprises which will be appropriately compen- 
sated if requisitioned in the interest of the state or for national defense, 
all other enterprises will be exempted from requisition. 

The Philippine Export Processing Zones (blank) 

2. Guarantees Concerning Losses Resulting From Nationalization 

indonesia 

When the government adopts nationalization measures, it has to carry out 

the commitments to make compensation. Compensation will be conducted accord- 


ing to the principles of international law and an agreement should be reached 
between the parties concerned. 


Malaysia 


(here are already regulations on guaranteeing the losses resulting from 
nationalization in the Investment Protection Agreement. 


Singapore 


There are already regulations on guaranteeing the losses resulting from 
nationalization in the Investment Protection Agreement. 


China, the Special Economic Zones in China's Guangdong Province, the 
Philippines, and the Philippine Export Processing Zones, all nil. 
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3. Regulations Governing the Inconvertibility of Foreign Currencies 
Indonesia 


As far as the signatory states of the Investment Protection Agreement (the 
United States, Britain, Belgium, Denmark, the FRG, South Korea, Holland, and 
Norway) are concerned, their losses resulting from the inconvertibility of 
their currencies will be guaranteed. 


China, the Special Economic Zones in China's Guangdong Province, Malaysia, 
Thailand, the Philippines, and the Philippine Export Processing Zones, all 
nil. 


4. The Remittance of Foreign Exchange 
a. Earnings, Profits, and Distribution 


China 


After state decrees and the stipulations prescribed in contracts are ful- 
filled, the enterprises concerned are entitled to remit their net profits 
out of the country in the currency prescribed in contracts. 


Guangdong Province's Special Economic Zones 


In accordance with the special zones’ Foreign Exchange Law, lawful profits 
can be remitted out of the zones. 


Indonesia 


After paying taxes and fulfilling other financial obligations, profits can 
be remitted out of the country. 


Malaysia 


With the exception of a foreign exchange control regulation on the amount 
of foreign exchange exceeding U.S.$5,000, there cre no other restrictions 
on the remittance of earnings or profits. 


Singapore 


No restrictions are imposed on the remittance of the earnings, profits, and 
distribution from investment. 


[8 Oct 84 p 4] 


[Text] Thailand 


Earnings and profits are allowed to be remitted out of the country but the 
Central Bank is entitled to impose provisional restrictions in light of the 
state's balance of payments. Even in such a case, an amount of earnings 
equivalent to 15 percent of the investment can still be remitted out. 
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The Philippines 


After-tax earnings and profits from foreign investment registered in the 
Central Bank can be remitted out of the country in the currency used when 
the investment was made according to the present regulations. 

Philippine Export Processing Zones (blank) 

b. The Principal and Interest of Foreign Loans 

Indonesia 

The principal and interest of foreign loans whose agreement is part of the 
projects approved by the authorities concerned can be remitted out of the 
country. 


Malaysia 


So long as the payment terms recognized by the Central Bank in advance are 
fulfilled, no restrictions will be imposed in this matter. 


Thailand 

Even if the state's balance of payments is worsening in the extreme, the 

Central Bank will also allow the principal and interest on foreign loans 

invested over 2 years to be remitted out of the country at an annual rate 
not exceeding 20 percent. 

The Philippines 

Measures will be taken at unusual times. 


The Philippine Export Processing Zones (blank) 


China, the Special Economic Zones in China's Guangdong Province, and 
Singapore, all nil. 


c. Others (apportioned premium and the wages of foreign staff and workers) 
China 

After-tax wages and other proper earnings of foreign staff and workers can 
be remitted out of China in accordance with the regulations concerning 
foreign exchange control. 


The Special Economic Zones in China's Guangdong Province 


All after-tax wages and other proper earnings of foreign staff and workers 
can be remitted out of the zones. 
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Indonesia 


Insurance premiums, apportioned premiums (limited), and the wages of foreign 
staff and workers can be remitted out of the country. 


Malaysia, Singapore, Thailand, and the Philippines, all nil. 
Philippine Export Processing Zones (blank) 
The Remittance of Capital 


China 


The portion of the remaining sum of capital and assets after repaying debts 
in excess of the invested capital will be regarded as profits, which can be 
remitted out of China after paying taxes according to law. 


The Special Economic Zones in China's Guangdong Province 


After submitting the reasons for the termination of their business and going 
through related procedures, investors are allowed to transfer their assets 
and remit their capital of the zones. 


Indonesia 


During the period of tax reduction or tax exemption, no remittance of capital 
from the country is allowed. On other occasions, capital is allowed to be 
transferred in the currency used when the investment was made. 


Malaysia 


Capital can be remitted out of the country so long as the foreign exchange 
control regulation on the amount of foreign exchange in excess of U.S.$5,000 


is observed. 

Singapore 

No restrictions are imposed on this matter. 

Thailand 

This matter depends on the state's balance of payments. The Central Bank 
will make some restrictions if need arises. The so-called restrictions mean 


that the capital invested for more than 2 years is allowed to be remitted out 
of the country at an annual rate not exceeding 20 percent. 


The Philippines 


The total amount of foreign investment formally registered with the Central 
Bank can be remitted out of the country in the currency used when the invest- 
ment was made in accordance with the priority order of the Central Bank. 


The Philippine Export Processing Zones (blank) 
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[15 Oct 84 p 2] 


[Text] The Protection and Preferences Given to Investors and Foreign Staff 
and Workers 


1) The Hiring of Foreigners 
China 


The Chinese departments in charge of entry and exit visas will simplify 
entry and exit procedures and make things convenient to the staff and 
workers of joint ventures frequently going in and out of the country as 
required by their work. 


The Special Economic Zones in China's Guangdong Province 


It is allowed to hire foreigners and let them work as technicians or 
managerial personnel. Entry and exit procedures will be simplified for 
them. 


Indonesia 


Foreigners can be hired to undertake the posts of operations where jobs are 
highly technical, for which the Indonesians are not competent, and moreover, 
the following two requirements should be met: 1) The jobs should be 
included in the specific investment plan and 2) a professional training 
plan geared to the needs of the Indonesian people should be handed in to 
the authorities concerned. 


Malaysia 


In the industriai sector, it is allowed to hire foreign technicians, but a 
training plan should be worked for the Malaysians to replace their jobs in 
a specific number of years. So long as they keep on investing in Malaysia, 
foreigners can forever hold important positions. 


Singapore 


When the country lacks the personnel needed, it is allowed to hire foreign 
engineers with certain qualifications, technically skilled workers, and 
other specialists. 


Thailand 


According to the laws on foreign professionals, skilled laborers, and tech- 
nicians as well as their dependents and family members who enter and work 

in the country are not subject to the restrictions worked out by the Invest- 
ment Committee. Foreigners are also allowed to participate in investment 
feasibility investigations. 
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The Philippines 


The enterprises registered with the Investment Committee (except registered 
export trade or service trade firms) are allowed to hire foreigners as super- 
visors, technicians, and advisers within 5 years beginning from the day when 
they were registered. In enterprises where foreign investors hold a more 
than 50 percent stake, foreigners are allowed to hold important positions. 


The Philippine Export Processing Zones 


The registered enterprises in the zones and the enterprises registered in 
the Investment Committee are treated alike. They are allowed to hire 
foreigners and to appoint them to important positions. 


2) Patent Protection 
China 


The patent rights of foreigners, foreign enterprises and other institutions 
who and which have applied to the patent bureau for patent registration and 
received approval will be protected by the patent law which has been put 
into force since 1 April 1984. The patent rights for trade marks registered 
in the Trade Mark Bureau will be protected in accordance with the Trade Mark 
Law (put into force since 1983). 


The Special Economic Zones in China's Guangdong Province 
The same as above. 
Indonesia 


Patent rights will be protected in accordance with relevant domestic patent 
regulations. 


Malaysia 


To obtain patent protection, investors should register with the Patent and 
Trade Mark Registration Bureau in Kuala Lumpur. 


Singapore 


There is no patent recognition system in the country, but so long as patents 
are registered according to the Patent Registration Law of the United Kingdom, 


they will be protected. 


Thailand 


The rights of patents registered with the Trade Mark and Patent Bureau under 
the Ministry of Commerce will be protected. 
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The Philippines 


The ownership of patents, trade marks, and writings registered with the 
{nvestment Committee or the Patent Department will be protected by the 
government from their rights being infringed upon. 


Philippine Export Processing Zones 

Same as above. 

[19 Nov 84 p 2] 

[Text] 3) Preferential Treatment for Utilizing Government Loans 
China 


Those who need money for operating their business may apply with the Bank of 
China for bank loans both in foreign currency and renminbi. 


Guangdong Province's Special Economic Zones (blank) 
Indonesia, none. 
Malaysia 


The Malaysian Industrial Development Banking Institution is responsible for 
giving financial assistance to investors. 


Singapore 


Small and medium-sized enterprises advancing in the direction of high tech- 
nology are entitled to get financial assistance included in the capital 
assistance program through the Economic Development Department. The Export 
Financial System set up by the Singaporean Development Bank stipulates that 
industries using high technologies and export industries are entitled to 
get long-term loans with low interest. 


Thailand 


The Thai Industrial Banking Institution gives priority to accepting the 
applications of priority enterprises for loans. Government-run and non- 
governmental commercial banks will grant loans to priority enterprises on 
favorable terms. 


The Philippines 
The enterprises registered in the Investment Committee, enterprises regis- 
tered in the export processing zones, and registered tourism-related enter- 


prises are entitled to enjoy preferential treatment in borrowing loans from 
government banking institutions. 


Philippine Export Processing Zones (blank) 
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Protection Against Irrational Competition 
1) Competition With Imported Goods 
Indonesia 


After their applications being approved, foreign investors are to be given 
tariff protection. 


Malaysia 


Foreign investors will be given protection for obtaining import orders and 
export permits. After their applications being approved, they will be given 
tariff protection. 


Thailand 


The products of priority enterprises will be protected by the Investment Conm- 
mittee by banning the importation of products in the same category or raising 
their import duties. The Investment Committee is empowered to levy a special 
tax on foreign investment if necessary. 


The Philippines 

The Investment Committee is empowered to ban, on additional terms, the 
importation of goods which compete with the products of the enterprises 
and export producers under the committee. 

Philippine Export Processing Zones 

Same as above. 

China, Guangdong Province's Special Economic Zones, and Singapore, all nil. 
2) Competition With Government Organs 


Thailand 


The government will not support new enterprises which compete with priority 
enterprises and will not help market the products which are in the same 
category of the products of priority enterprises. 


The Philippines 


With the exception of the products involving state interests or necessary 
international bidding, no government organ shall import products which are 
in the same category of the products of the enterprises and export pro- 
ducers under the Investment Committee. Exemption of customs duties for the 
products is prohibited. 
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Philippine Export Processing Zones 
Same as above. 


China, Guangdong's Special Economic Zones, Indonesia, Malaysia, and 
Singapore, all nil. 


3) Domestic Competition (erecting barriers for newcomers to the industria! 
sector) 


Indonesia 


When the number of the enterprises of a certain industry in a specific 
region is sufficient, the indusiry will be stopped from opening to foreign 
investors for the time being. 


Thailand 

When the number of enterprises of a certain industry in a specific region is 
sufficient, no rewards and preferences will be given to foreigners who invest 
in the region. 

The Philippines 

Enterprises under the investment priority program will be equipped accordiny 
to the priorities prescribed for them in the program and in light of domestic 
demand. They shall not act beyond these limits. 


China, Guangdong Province's Special Economic Zones, Malaysia, Singapore, 
and the Philippine Export Processing Zones, all nil. 


[3 Dec 84 p 2) 

[Text] 4) The ('roprietary Rights of Real Estate 

China 

During their operations, foreign investors have the right to use the land. 
Guangdong Province's Special Economic Zones 

Foreign investors have the right to use the land, and favorable considera- 
tion will be given to them in the length of tenure and land rent according 


to the different trades and uses. 


Indonesia 


Foreign investors do not have proprietary rights of the land but they have 
the right to exploit the land for agricultural use and the right to own the 
buildings on the land. 
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Malavsia 


Foreign investors have the right to own the land for industrial and agri- 
cultural use and the land in the industrial base areas can be leased gen- 
erally for 60 to 99 years. 


Singapore 


.© restrictions are made on the ownership of the land for industrial and 
commercial use. 


[Thailand 


Priority enterprises are allowed to have the ownership of the land for 
industrial use, exceeding the maximum limits prescribed by ordinary laws. 


fhe Philippines and Philippine Export Processing Zones 


fhe Constitution of the Philippines confines the right to develop the land 
to the Philippine people or enterprises and corporations in which the 
Philippine residents at least have a 60 percent stake. 


4. Preferences in Taxation 


1) The Lncome Tax Reduction and Exemption Measures of Legal Persons 


\ joint venture scheduled to operate for a period of 10 years or more may 
be exempted from income tax for 2 years beginning from the profit-making 
year and allowed a 50 percent reduction in the third to fifth profit-making 
years, and those joint ventures which operate in farming and forestry and 
in remote regions may be given a 15 to 3 [as published--30?] reduction 

in income tax for a period of 10 years following the fifth year mentioned 


apove,. 
Guangdong Province's Special Economic Zones 


A tax rate reduction scheme (15 percent) is to be applied to enterprises 
in the zones. Special preferential treatment will be given to enterprises 
established within 2 years of the promulgation of the regulations [of the 
PRC on Special Economic Zones in Guangdong Province], enterprises with an 
investment of U.S.$5 million or more, and enterprises involving higher 
technologies or having a longer cycle of capital turnover. 


Indonesia 
(The Income Tax Law revised in January 1984 has now been abolished.) 
In the past, enterprises were given tax exemption for a period of 2 to 5 


years plus an additional tax exemption period not exceeding 3 years (it 
lepends on their conditions). 











Malaysia 


In accordance with particular conditions (the investment volume of fixed 
capital and the number of employees), pioneering industries may be exempted 
from income tax and customs duty for 2 to 5 years and moreover, some may be 
given another 3 years of exemptions of income tax and customs duty if con- 
ditions permit. 


Singapore 


Beginning from the day when their applications were approved by the Economic 
Development Department, pioneering enterprises will be exempted from income 
tax for a period of 5 to 10 years; the longest tax exemption period for the 
development enterprises which are nonpioneering enterprises is 5 years; tax 
exemption will be given to the export enterprises which a>: nonpicneering 
enterprises for a period of 5 years beginning from the yea: of actual export 
operations; and pioneering export enterprises will be given tax exemption 
for a period of 3 years following the expiration of the term of exemptions 
mentioned above. In addition, the tax exemption period of the export enter- 
prises with a fixed capital investment of U.S.$1.5 billion or more may be 
prolonged to 15 years or more. 


Thailand 


Priority enterprises will be exempted from taxes within 3 to 8 years follow- 
ing the profit-making day but tax exemption periods will be determined in 
light cf the conditions such as (the amount of investment, the number of 
employees, the choice of sites, and the amount of foreign exchange earned). 
A 50 percent reduction in income tax may be given to the enterprises quali- 
fied to operate in the designated regions for a period of 5 years. 


[10 Dec 84 p 2) 

[Text] 2) Tax Exemption on Other Incomes 

Indonesia 

(The law of income tax, revised in January 1984, has been nullified.) 

In the past, during the tax-exempt period or when investment commission was 
applicable, enterprises were given quota tax exemption (20 percent) for a 


period of 2 years. 


Malaysia 


Pioneering enterprises will be given tax exemption for the quotas defrayed 
by using the amount of funds derived during the tax-exempt period. 
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Thailand 


Tax on the sales of sideline and semifinished products is to be exempted. 
The distribution obtained by pricrity enterprises during the tax-exempt 
period will be exempted from taxation. 


China, Guangdong Province's Special Economic Zones, Singapore, the 
Philippines, and Philippines Export Processing Zones, all nil. 


3) Tax Reduction Measures for the Importation of Foreign Capital and 
Property 


Chis.a 


Machinery, spare parts, and other assets for investors are exempted from 
customs duties and consolidated industry and commerce tax. 


Guangdong Province's Special Economic Zones 


Machinery, spare parts, vehicles, and other means of production for the 
enterprises in the special zones are exempted from import duties. 


Indonesia 


In importing machinery, investors will be exempted from or have reduced 
import duties and in selling imported machinery, they will be given sales 
tax exemption. Vehicles listed in the general detailed list of goods sub- 
mitted by an enterprise will be exempted from or have reduced import duties. 


Malaysia 


After presenting the required ayplications to the authorities concerned, 
enterprises will be exempted from import duties for their necessary 
machinery. 


Si..gapore 


No taxes are to be imposed on the importation of the investment equipment 
for industrial and processing use. 


Thailand 


The imported machinery of priority enterprises will be exempted from import 
duties so long as they are not available on the domestic market. The site- 
selection industrial tax of priority enterprises may be reduced (by 50 per- 
cent co 90 percent). 


The Philippines 


The enterprises registered with the Investment Committee, the registered 
export production firms, and the registered tourist enterprises will be 
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given a 50 percent reduction on import duties and compensation tax (with 
attached terms). 


Philippines Export Processing Zones 


Machinery and spare parts which are moved into the zones will be exempted 
from government and local taxes. 


4) The Tax Reduction and Tax Exemption Measures for Imported Raw and 
Semifinished Materials 


China 


Raw and semifinished materials, as well as spare parts imported to produce 
export goods, will be exempted from customs duties and consolidated industry 
and commerce tax. 


Guangdong Province's Special Economic Zones 


Raw and semifinished materials needed for production will be exempted from 
import duties. 


Indonesia 


When importing raw and semifinished materials, semimanufactured goods, 
and the finished products processed by enterprises, investors will be 
exempted from or have reduced import duties for a period of 2 years (this 
arrangement can be extended in light of actual conditions). 


Malaysia 
After their written applications with required forms being approved by the 
authorities concerned, enterprises will be exempted from import duties or 


have supertax reduced for their raw and semifinished materials imported 
from abroad. 


Singapore 


Enterprises using tax-free raw and semifinished materials are able to make 
applications to the authorities concerned for exemption from customs duties. 


Thailand 
Raw and semifinished materials and spare parts used by priority enterprises 


for producing and processing export products will be exempted from import 
duties, but at least 30 percent of their products should be exported. 


The Philippines 


As far as the amount of sales, compensation, and special consumption taxes 
to be paid by registered export firms is concerned, they will be given 
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returned commissions. To enjoy tax holiday treatment, they should apply to 
the customs duty bureau for tax protection of factory operations. 


Philippines Export Processing Zones 


Raw and semifinished materials moved into the zones will be exempted from 
customs duties and government and local taxes. 


5) Tax Exemption for Apportioned Premium 
Malaysia 


In accordance with the special permit stipulations of the Ministry of 
Finance, the amount of apportioned premiums paid to nonresident personnel 
will be exempted from source tax at a rate of 15 percent. 


Singapore 


The amount of apportioned premiums paid to nonresident personnel by the 
enterprises engaging in industries approved by the Ministry of Finance will 
be exempted from taxes at a rate of 20 percent (the official source tax 
rate is 40 percent) or exempted completely from taxes. 


Thailand 


No source tax will be collected on the amount of apportioned premiums paid 
by priority enterprises within 5 years beginning from the profit-making day. 


China, Guangdong Province's Special Economic Zones, Indonesia, the 
Philippines, and Philippine Export Processing Zones, all nil. 


[17 Dec 84 p 2] 
[Text] 6) Reduction and Exemption Measures for the Interest on Foreign Loans 


Malaysia 


No source tax will be collected on the interest on approved long-term loans 
paid to nonresident individuals or enterprises. The interest on other 
loans may be reduced or exempted from source tax at a rate ranging from 40 
percent to 15 percent. 


Singapore 


No tax will be imposed on the interest on loans, amounting to no more than 
$200,000, which are designated for buying production equipment for enter- 
prises, thus adding no additional tax burden to foreign investors. 


Thailand 


A 10 percent source tax will be levied on the interest on loans offered by 
foreign financial institutions and a 25 percent source tax will be imposed 
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on the interest on loans granted by other foreign institutions. However, 
the interest on foreign loans (long-term ones whose inflow has been regis- 
tered with the Central Bank) flowing into Thailand within a specifically 
designated year may be exempted from taxes. 


China, Guangdong Province's Special Economic Zones, Indonesia, the 
Philippines, Philippines Export Processing Zones, all nil. 


7) Exemptions From Other Taxes 

China 

Enterprises which have difficulties in paying taxes at the beginning of 
their operations are allowed to apply for reduction or exemption from con- 
solidated industry and commerce tax on their products for the domestic 
market within a certain period of time. 

Guangdong Province's Special Economic Zones, nil. 

Indonesia 

No stamp duty will be levied on capital. 

Malaysia 

Enterprises where the policy toward bumiputra ["son of the soil" or indige- 
nous Malay] is practiced are allowed to pay exploitation tax at a rate of 

5 percent. 

Singapore 

The interest on loans in asiadollars remitted to nonresident personnel 
with the approval of the authorities concerned will be tax-free. When non- 
resident personnel withdraw in advance the interest on their fixed deposits 
in a specific bank, they will be exempted from taxes. 

Thailand 

When the products of domestic producers and operators of home-made machinery 
and equipment are purchased by priority companies, they will be exempted 


from industrial tax. 


The Philippines 


With the exception of income tax, no other taxes will be collected from 
registered enterprises. They will be 100 percent exempt from taxes in the 
first 5 years; 75 percent in the 6th to 8th years; 50 percent in the 9th 
and 10th years; 20 percent in the llth and 12th years; and 10 percent in 
the 13th to 15th years. 








Philippines Export Processing Zones 

Same as above. 

5. Deduction of Corporate Income Tax of Subjects Liable to the Tax 
1) The Acceleration of Depreciation Guarantees 

Indonesia 


All enterprises have the right to accelerate the rate of depreciation and 
are allowed to exercise this right in any year within the 4 years following 
the expiration of the tax-exempt period (this law may be revised in 
accordance with the current income tax law). The depreciation rate of real 
estate is 10 percent and that of infrastructural facilities and equipment is 
25 percent. 


Malaysia 


The depreciation rate of the local enterprises which invest in modern enter- 
prises which export more than 20 percent of their products is 40 percent, 
as stipulated by the fixed quotas law. 


Singapore 


Nonpioneering enterprises are entitled to repayment for the following 
expenditures: 1) On investment in factory equipment made after 1 January 
1965; 2) on the purchase of additional machines to prevent environmental 
pollution after 1 January 1973; and 3) on investment in computers and 
machines for research and exploitation use made after 1 January 1980. 


Thailand 


The depreciation rate of ordinary assets of the enterprises set up in the 

investment priority zones and the net profits not exceeding 25 percent of 

the volume of investment in infrastructure in the first 1 or several years 
within a period of 10 years are liable to deduction. 


The Philippines 


The depreciation charges on the fixed assets of the enterprises registered 
with the Investment Committee, with a durability of fixed assets of 10 years 
or less, can be deducted at a rate not exceeding 200 percent of the ordi- 
nary depreciation rate. The enterprises whose fixed assets durability is 
more than 10 years are required, after informing the country's revenue 
bureau, to repay depreciation charges in any year within a period of 5 years 
but not exceeding the number of years set for assets depreciation. 


Philippines Export Processing Zones 


Registered enterprises will be treated in the same way as above. 
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2) The Transfer of Guaranty Capital During the Tax-Exempt Period 
Malaysia 


The capital outlay of enterprises enjoying tax holiday treatment during the 
tax-exempt period can be regarded as capital outlay after the expiration of 
the tax-exempt period. If the enterprises suffer losses every year during 
the tax-exempt period, the accumulated amount of their annual guaranty 
deposits can be deducted from the amount of tax collected on taxable goods 
in the first year following the expiration of the tax-exempt period. 


Singapore 


The initial amount of guaranty deposit of capital spent on buildings for 
construction and production use is 25 percent of the capital outlay, which 
should be repaid within 25 years, with the annual guaranty rate being 30 
percent of the initial investment. When a factory uses its capital in 
buying machines for industrial use, the initial amount of its guaranty 
deposit must amount to 20 percent of its capital outlay, and subsequently 
the guaranty rate is calculated according to a given rate (a rate ranging 
from 5 to 16 percent or more, as stipulated by the revenue bureau) every 
year. 


China, Guangdong Province's Special Economic Zones, Indonesia, Thailand, 
the Philippines, and Philippines Export Processing Zones, all nil. 


[24 Dec 84 p 2] 
|Text] 3) The Transfer of Losses 
Indonesia 


Losses incurred by enterprises within the first 6 years following their 
operations may be made up with the profits created later. Losses incurred 
by enterprises beyond the first 6 years may be made up with the profits 
created in the 4 subsequent years. 


Malaysia 


Losses incurred by enterprises that are exempted from taxes by the 
authorities concerned in a tax year may be carried over to the next year 
and made up with a matching amount drawn from the income earned after the 
expiration of the exploitation period as stipulated. However, the amount 
transferred must be the balance between their profits and losses in the 
exploitation period. 


Singapore 


Losses that cannot be balanced may be carried in a tax year and may be 
carried over the next year but have to be made up with the profits created 
in the future. 
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Thailand 


Losses incurred by enterprises during the tax-exempt period may be carried 
out to and made up within the 5 years after the expiration of the tax-exempt 
period. Priority enterprises may list such losses as expenses, which are to 
be covered by using funds deducted from net profits within a period of 1 year 
or more. 


Philippines and Philippines Export Processing Zone 


Losses incurred by enterprises registered with the Investment Committee and 
registered enterprises in the export processing zones in the first 10 years 
after beginning doing business in a tax year may be carried over to the next 
following years and made up with a matching amount drawn from the amount of 
income tax collected on them in the 6 years following the loss-making year. 


China and Guangdong Province's Special Economic Zones, nil. 
4) Deduction of Export Guarantees 
Malaysia 


l. Ina fiscal year, 2 percent of the value of export goods calculate at 
the factory delivery price may be considered (or used as) export guarantees. 


2. Ten percent of the balance between the aforesaid factory delivery price 
and the final export price of the fiscal year may be considered (or used as) 
export guarantees. 


Singapore 


A deduction of export guarantees may be given to manufacturers/exporters 

or exporters of home made products (they must be residents or possess 
permanent facilities in the country). A double deduction of export guaran- 
tees may be given to them to cover their expenses on participating trade 
fairs and exhibitions and organizing trade delegations. In addition, a 
deduction of export guarantees may be given to their offices abroad that have 
received official approval to cover their operational expenses. A double 
deduction of export guarantees may also be given to manufacturing enter- 
prises to cover their expenses on research after 1 April 1980 (but there are 
stipulations on its ceiling and time limit). 


Thailand 


co 


With the exception of insurance premiums and freight charges, the 5 percent 
increase in export guarantees resulting from the greater export volume of 
enterprises compared with the previous year may be made up with a matching 
amount drawn from the payment of income tax. 
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The Philippines 


1. If the amount deducted from the payment of income tax in the first 5 
years after export firms have registered with the authorities concerned 
does not exceed 25 percent of the total income from their exports, they 

may be given a deduction of export guarantees to cover their direct labor 
service expenses on manufacturing final export products and the amount of 
taxes collected on their purchase of domestic raw materials (but as far as 
the manufacturers or farm producers who are registered with the Investment 
Committee are concerned, such a reduction will be given only to the portion 
of their products to be exported). 


2. If an export firm uses a trademark, it will be given a 1 percent deduc- 
tion of export guarantees, which will be drawn from its increased export 
sale volume within a year. 


Philippines Export Processing Zones 


The amount of sales tax, compensation tax, and specific duties on commodi- 
ties collected from the enterprises that buy raw materials and semifinished 
products in domestic markets may be made up with a corresponding deduction 
on customs duties. 


China, Guangdong Province's Special Econumic Zones, and Indonesia, all nil. 
5) The Guarantees for Expenses Prior to the Start of Business 
Indonesia 


Construction expenses tax listed in the accounts of fixed assets as invest- 
ment is compensable and expenses prior to the start of business may be con- 
sidered ordinary expenses. 


Thailand 


The amount of construction expenses or expenses prior to the start of 
business may be made up with a corresponding deduction on the payment of 
income tax within at least 5 years after beginning doing business com- 
mercially. 


The Philippines 


Registered manufacturers’ construction expenses or expenses prior to the 
start of business may be made up with a corresp.nding deduction on the 
payment of income tax. 


Philippines Export Processing Zones 


Construction expense or expenses prior to the start of business are com- 
pensable. 


China, Guangdong Province's Special Economic Zones, Malaysia, and Indonesia, 
all nil. 


138 

















[31 Dec 84 p 2] 
[Text] 6) The Reinvestment of Profits 
China 


A participant in a joint venture that reinvests its share of profit in China 
may apply for a refund of 40 percent of the income tax on the reinvested 
amount. 


Guangdong Province's Special Economic Zones 


Investors who reinvest their profits in the special zones for 5 years or 
longer may apply for exemption of income tax on the part of profits 
reinvested. 


Indonesia 


Investors who have received approval of the investment coordination committee 
in advance may make reinvestments in the country. 


The Philippines 

Registered enterprises that reinvest their before-distribution profits to 
expand reproduction may be given a 50-percent, 75-percent or 100-percent 

tax deduction on the amount of profits reinvested (reduction rates are to 
be decided by the Investment Committee). 

Malaysia, Singapore, Thailand, Philippines Export Processing Zones, all nil. 
7) The Deduction of Investment 

Malaysia 

Nonpriority enterprises may be given a /7>5-percent deduction on the total 


amount of investment in relevant items and also a deduction of at least 5 
percent on the amount of tax to be paid. 


Singapore 


The deduction of investment is to be conducted in the form of a direct 
reduction or exemption of corporation income tax. 


The Philippines 


Registered producers are allowed to deduct 50 percent of the amount of tax 
paid to cover their expenses in training workers, but the amount of tax 
deducted should not exceed 10 percent of the direct labor wage. 


Registered export producers that set up factories in the specially desig- 
nated development zones, in the zones where infrastructural facilities are 
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not complete, and in the zones approved by the Investment Committee may be 
given an additional investment deduction equivalent to the amount of direct 
labor service charges. 


Registered .uvestors in farming are allowed to deduct 25 percent of the 
amount of tax paid to cover their expenses in investigation and exploitation 
within 7 years following their registration and 35 percent to cover their 
expenses in training Filipinos in operational expertise (but the amount of 
tax deducted for these purposes should not be higher than 10 percent of 
their income tax). 


Investors who set up enterprises in the zones slated by the Investment Com- 
mittee for priority development status and the zones where transportation 
facilities are not complete are allowed to deduct 30 percent of the amount 
of tax paid to cover their freight charges within a period of 5 years after 
opening business. 

Philippines Export Processing Zones 

Investors may be given a 50-percent tax deduction to be used in covering 
their expenses in training workers (but the amount of tax deducted should 
not exceed 10 percent of the direct labor wage). 


China, Guangdong Province's Special Economic Zones, and Thailand, all nil. 


8) The Deduction of the Amount of Tax To Be Paid (measures for directly 
reducing corporation income tax) 


(1) The Deduction of Tax on Investment 


Singapore 





The enterprises that meet the following requirements may be given a com- 
mission on investment after handing in applications to the authorities con- 
cerned: 1) Turning out products or increasing production; 2) providing 
special engineering techniques and technical service; and 3) conducting 
research and exploitation. The top amount of tax deducted on investment 
should not exceed a rate of 50 percent. After being calculated, the amount 
of tax deducted on investment should be listed on the credit side of a 
special account book. 


China, Guangdong Province's Special Economic Zones, Indonesia, Malaysia, 
Thailand, the Philippines, Philippines Export Processing Zones, all nil. 


(2) The Deduction of Tax on Domestic Capital and Equipment 


The Philippines 


Registered enterprises that buy machines, equipment, and spare parts from 
domestic manufacturers may be given a deduction of tax equivalent to the 
amount of compensation tax they have to pay for importing machinery and 











the amount of tax deducted is set to be 100 percent of the amount of customs 
tax to be paid. 


China, Guangdong Province's Special Economic Zones, Indonesia, Malaysia, 
Singapore, Thailand, and Philippines Export Processing Zones, all nil. 


9) The Preferential Measures for Extending the Time Limit of Operation 
Malaysia 


Pioneering enterprises, industrial undertakings capable of offering jobs, 
and enterprises that run factories in the priority development zones desig- 
nated by the government may be allowed to extend the time limit of their 
operations in accordance with the volume of their investment and the number 
of their employees. 


Singapore 


Enterprises and export enterprises that have basic conditions and are quali- 
fied for expanding their scope of business are allowed to extend the time 
limit of their operations. 


The Philippines 


[The Investment Committee will allow the registered enterprises scheduled to 
operate for a period not exceeding 5 years to extend the time limit of their 
operations (but before doing so they must meet some requirements as stipu- 
lated). 


China, Guangdong Province’s Special Economic Zones, Indonesia, Thailand, 
Philippines Export Processing Zones, all nil. 
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JPRS-CEA-85-016 
13 February 1985 


FOREIGN TRADE AND INVESTMENT 


USE OF EXPORT AGENTS TO REFORM FOREIGN TRADE SYSTEM 


Beijing GUOJI MAOYI WENTI [INTERNATIONAL TRADE JOURNAL] in Chinese No 5, 
Sep-Oct 84 pp 11-14, 20 


{Article by Li Huajie [2621 5478 2638], Xu Dezhi [1776 1795 1807] and Zhu 
Naixiao [2612 0035 5135]: "A New Way To Reform the Foreign Trade System-- 
A Probe of the Question of Export Agents in Guangdong Province"] 


[Excerpt] A Reform of Great Significance 


Since the reform of the foreign trade system, many scholars and practical 
workers have conducted a useful probe on how to integrate industry with 
trade. Some places have established industrial trading companies with the 
industrial departments as the dominant factor, whereas other places have 
set up jointly operated companies that take foreign trade as the key Link 
and some places have also allowed certain production units to run foreign 
trade directly. These forms of operation were piloted by the people in the 
practical work of probing the reform of the foreign trade system. We are 
of the opinion that in addition to the above-mentioned forms, using foreign 
trade corporations to act as export agents for the production units is a 
reform of great significance and a new way for reforming the foreign trade 
System. 


Instituting the export agent system can directly link the production, supply 
and marketing of the export commodities with the material benefits of the 
production units which will assume sole responsibility for profits and losses 
and the foreign trade units can become the "middlemen" between the production 
units and the foreign customers. 


The institution of this reform, which changes the buying and selling relation- 
ship of exclusive purchasing and selling between industry and trade to that 

of agents, is a reflection of Marx's theory of reproduction on the reform 

of the foreign trade system. 


Production enterprises are the basic units of the national economy. In ordet 
to run smoothly and make profits, the enterprise funds must be divided pro 
portionately into three parts: the currency fund, the production fund and 
the commodity fund. These funds coexist in space and continue on in time 

and only in this way can the funds of the entire enterprises circulate 
smoothly and make profits. 
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However, the factories and enterprises in our country intle past often paid 
attention only to the purchasing and production stages but neglected the 
marketing stage involving the circulatiou of funds; they did not realize 
that the marketing stage is an important leap in the distribution of commo- 
dities. If this leap fails, “those who get hurt are not the commodities but 
the commodity producers." This is because if the commodities are not sold, 
the funds tied up in commodities cannot be converted into money and the 
circulation of funds as a whole will be disrupted or impeded. On the other 
hand, factories acting as agents exporting commodities in foreign trade 

will assume sole responsibility for the profits or losses of the export 
commodities. In this way it will do away with the practice of eating from 
the same big pot, minimize dependency, make the factories pay more attention 
to the commodity-selling stage and make every effort to fix the quota of 
production based on sales to harmonize the needs of production and marketing 
and accelerate the turnover of enterprises funds in the cycle in order to 
make the reproduction process of the enterprises an integration of the 
proauction process and the circulation process, thereby raising the economic 
results in the product-purchasing, production and marketing stages. 


In the purchasing stage, the circulation of currency fund takes the form of 
G--W...P...W'...G". To make this circulation smooth, a factory purchasing 
raw materials with currency must pay attention to the price, quality, pack- 
ing and delivery date of raw materials and make every effort to purchase 
the maximum amount of suitable raw materials with the minimum amount of 
currency. In so doing it will lay the essential material foundation for 
the enterprises to raise economic results, 


Besides using it for purchasing raw materials, the currency fund is also used 
to pay wages. Thus, in recruiting workers, an enterprise should see to it 
that its labor force and the means of production must be quantitatively 
adequate in proportion and also qualitatively compatible with each other, 

in other words, it must recruit high-quality workers with a certain cultural 
level and proficient skills. This is also an essential requirement for 
enterprises to raise economic efficiency. 


In the production stage, the circulation of production fund takes the form 
of P...W---G'---W...P which indicates the process of reproduction movement. 
In analyzing the unity of labor process and the value-creating process, Marx 
pointed out that in the labor process, the laborers shift the value of the 
means of production to new products by expending their labor and new value 
is created at the same time. The shifting of the old value and the creation 
of new value this way thus constitute the value of products. 


If the commodities produced by a factory are totally exported, then the value 
of these exported commodities represents the value identifiable only with 

the country which produced them and the value, on the other hand, has to be 
measured in terms of the "world's average labor time needed" and realized 

in the international market through competition. If the labor productivity 
of a factory is low, the value of its commodities identifiable by the county 
producing them must be higher than the value created in terms of the "world's 
average labor time needed," consequently, the value in excess of that portion 
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will be unachievable. To avert this situation, a factory must emplo: 

every possible means to raise its labor productivity, use new techniques, 

pay attention to colors and designs, varieties, packaging and improvement 

and updating of its commodities, reduce production cost and improve operations 
and management. Only by so doing can the economic results of enterprises 
be raised to make their commodities more competitive. 

In the marketing stage, the circulation of commodity fund takes the form o! 
W'---G'---W...P...W' which indicates the realization of the commodity value. 
In the past, a factory would think that the sale was completed as soon a: 

it sold its commodities to a foreign trade corporation. This in fact created 
only a false impression, because the main difference between commodities 
marketed domestically and those iarreted overseas is that the former are 
measured by the average labor time needed at home and their value is realize: 
in the domestic market whereas the latter are measured by the “world's 
iverage labor time needed" and their value is realized at the internatio 
market. This false impression has come to light after the export ageut 
system was instituted thereby making a factory realize that the marketability 
of its commodities in the international market has a very important bearin; 
on whether or not the commodity value can be realized, on the immediat. 
interests of the factory and on whether or not a “leap” can be achieved. 

fo ensure smooth progress in the commodity marketing stage, a tactory mus! 
have a grasp of market quotation and information and operate iu 4 manner of! 


“promoting sales in keeping with market trends." Besides setting producti 


iotas based on the volume of sales, a factory must also carry out market 
‘orecasts and make detailed analyses of the five major factors that have 
bearing on both market forcasting and information--political, economic, social 


5S ot T and ecological environument--so as to distinguish between the tru 
ind false and eliminate the false and retain the true to give [fuil play to 
the counterreaction of circulation to production. 


The export commodity agent system did not originate in our country. Man 
countries in Eastern Europe, such as Yugoslavia, Romania, Hungary, Polan 
ind Bulgaria, have adopted similar forms in the course of reforming thi 
foreign trade system and have achieved excellent economic results, 


Hungary's traditional foreign trade system is similiay to that of ours beto: 
the reform, that is, the foreign trade corporations purchased products ir 
the production enterprises according to state-fixed prices in the form. 
buying and selling contract before selling them in the market overseas. [i 
production enterprises were only concerned about fulfilling the planned 
tasks and had nothing to do with the marketability of the product nnd other 
material benefits. While carrying out economic reforms in 1968, Hungar 
had also instituted a reform of the foreign trade system. The original 
buying and selling relationship between the foreign trade corporati: 

the production enterprises was changed to that of agents and the econom 
contract system of legal effects was changed to the agent commissio: 
without any legal effects. The relationship between foreign trade and pr 
duction enterprises came primarily into effect in two forms: 
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l. The consigned agency relationship accounts for 60-70 percent of the import 
and export contracts. Entrusted by the production enterprises, the foreign 
trade corporations will hold trade talks in accordance with the prices and 
conditions put forth by the production enterprises and will receive an 
agent's commission of 5-7 percent therefrom, thereby undertaking no other 
risks. The consignment relationship is also divided into a general consigned 
agency and a special consigned agency. Under the general consigned agency, 

a productioa enterprise will set a minimum price for a foreign trade enter- 
prise, and if the actual price concluded in a transaction is higher than 

the minimum price set, the total income will go to the production enter- 
prise. Under the special consigned agency, a minimum price is also set 

by a production enterprise, and if the actual price concluded in a trans- 
action is higher than the minimum price set, the excess portion of income 
will be distributed according to the proportion determined beforehand between 
industry and trade. Thus, by adopting the special consigned agency it can 
encourage the foreign trade departments to sell at a better price to the 
benefit of both the industrial and trade sides, This form is being used 
extensively. 


2. The relationship of joint operations involves 20 to 30 percent of the 
import and export contracts, The foreign trade corporations and production 
enterprises engage in production and marketing activities and import and 
export operations in a cooperative way, share profits according to the 
stipulated proportion and jointly assume risks and responsibility, but without 
transforming the independent character of both sides. 


This type of new relationship between industry and trade was beneficial 

to Hungary in overcoming the old trouble of dislocation between production 

and marketing. It can promote the development of foreign trade by integrating 
the industrial and trade sides in accordance with the principle of material 
benefits and through economic means. 


Bulgaria has been more thorough in reforming the foreign trade system than 

has Hungary, Besides changing the buying and selling relationship between 
industry and trade to that of consigned agency, it also stipulated that the 
provisions in the contracts of consigned agency signed between industry and 
trade are consistent internally (foreign trade corporations and factories) 

and externally (foreign trade corporations and foreign business establishments) 
and that the prices are set in foreign currency in a unified way instead 

of in domestic currency. The foreign trade corporations turn over the 

total remittance receipts to the production enterprises to be delivered to 

the state. The free foreign exchange gained in excess of the plan is to be 
shared on a percentage basis by the production enterprises according to the 
state stipulations. The foreign exchange needed for import is to be applied 
by the consumer departments with the state, and the foreign trade corporations 


will collect a commission-type percentage deduction from the production 
enterprises and the consumer departments according to the state stipulaticns, 
which in general amounts to 0.5 percent. The foreign exchange deduction 
collected by the foreign trade corporations as operational expenses paid out 
if foreign exchange is to be delivered to the state as profits. By adopting 
this form of procedure it has significantly accelerated the development of 


Bulgaria's foreign trade, 
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From the experience gained by Hungary and Bulgaria, it is clear that there 
are several advantages in instituting the agent system of handling exports 
as follows: 


l. It is beneficial to raising the competitiveness of export commodities. 


By instituting the agent system, the production enterprises have to assume 
sole responsibility for their gains and losses and make arrangements for 
production and operation themselves in the true sense of integrating industry 
with trade and linking up production with marketing. This has exerted pres- 
sure on the enterprises and at the same time has provided them with a motive 
force. This system also effectively links the responsibility, power and 
interests of the enterprises in producing export commodities with the raising 
of economic results in enterprises and organically ties the marketability 

of export commodities with the material benefits of enterprises to facilitate 
the raising of labor productivity, the adoption of new technologies, the 
reduction of production costs and the acceleration of the improvement updat- 
ing and of products to make commodities more competitive in the international 
market. 


2. It is beneficial to strengthening unified relations with foreign countries 
in foreign trade. 


Since the reform of the foreign trade system, multifaceted operations and 
competition with each other to the benefit of others and other phenomena 
have appeared, thereby hampering the development of foreign trade. After 
the agent system is implemented, all import business will be done externally 
by the foreign trade specialized corporations under a unified operation. In 
this way it will avert losses incurred by factories and industrial and trading 
companies, which managed foreign trade themselves but are unfamiliar with 
the import and export business, and will also conserve labor in the entire 
society at the same time because "the function of specifically fulfilling 
commodity circulation with commercial capital separated from industrial 
capital is a progressive trend of historical development," With too many 
factories directly engaged in commerce, it will duplicate the use and 

waste of labor in society. 


3. It is beneficial to reforming the management and operation of foreign 
trade and minimizing circulation expenses in society. 


Generally speaking, the foreign trade enterprises have three major operational 
expenses, namely, the commodity purchase cost, taxes and commodity circulation 
expenses. Among them, the commodity purchase cost (procurement) takes up 
most of the capital and its turnover is slow, thus accounting for the biggest 
portion in the enterprise expenses. The advantages after implementing the 
agent system are: a) it reduces the link of having foreign trade corpora 
tions make purchases from the factories and also saves purchasing expenses, 

b) under the agent system, the export commodities will not go through the 


foreign trade warehouses. Instead, the foreign trade reorations after 
making arrangements for the shipping of export commodities will directly 
notify the production department oncerned t end out the merchandise, 
thus reducing the process of keeping mmodities in warehouses; c) it ha 
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freed the foreign trade departments from busy purchasing tasks so that 
they can devote more time to regulating and studying the market, pay more 
attention to market information, raise the level of operation, sell 
commodities at better prices in foreign trade and achieve even better 
economic results. 


The Way Guangdoing Province Is Trying the Agency System in Exports and 
Its Distinguishing Features 


No economic reform can be accomplished in one move but must go through a 

process of development to achieve perfection step by step. The implementation 

of the agent system cannot be spread fully within a short period of time, 

either, but must be tried out in selected localities and must steadfastly 

sum up the experience therefrom in order to develop and perfect this form 

of integration of industry and trade, The agent system now being tried out 

in Guangdong Province begins with purchase outside the plan by industrial 
epartments. Since the beginning of this year, to encourage the advanced 

and spur and eliminate the backward, the Ministry of Foreign Economic Relations 

and Trade has stipulated that the cost of export commodities must be checked 

according to the national unified average foreign exchange conversion in 

advance and that: those exceeding the limit will not be a.lowed to export. 

As a result of this stipulation, the export plan of Guangdong Province for 

this year has been cut 30 percent, thereby directly affecting the operations 

of many factories and the employment of workers. In the face of such a 

situation, many factories whose export assignments have been cut have proposed 

tax cuts and the giving up of certain profits in order to reduce production 

costs by all means, and to assume sole responsibility for their profits and 
losses and, after meeting the production cost in relation to advanced exchange 

conversion as stipulated by the Ministry of Foreign Economic Relations and 

Trade, to let the foreign trade departments handle their exports as agents. 

As a result, the agent system of Guangdong Province has emerged as the times 

have required in the course of the foreign trade system reform, 


The procedures and distinguishing features of the agent system implemented 
in Guangdong Province are as follows: 


1. Based on the actual needs and possibilities, the production units 
provide competent foreign trade departments with manifests as their consigned 
export agents. 


2. The foreign trade departments confirm the manifests. The foreign trade 
specialized coporations examine and verify the manifests in light of market- 
ing conditions in the international market and in accordance with our 
country's foreign trade administrative policies and stipulations before 
determining the varieties and quantities that are acceptable for export by 
the agents. 


3. The industry and trade sides hold business talks with foreign businessmen 
to conclude transactions. After confirming the manifests, the foreign trade 
departments will take responsibility for contacting foreign businessmen to 
hold business talks and will conclude transactions by bringing into line the 
pertinent prices, rarkev.s and customers and the allocated quotas and permits 
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as stipulated. Production departments may also participate in transaction 
talks with foreign businessmen and determine on-the-spot pertinent provisions 
with regard to the quality, quantity, packing and date of delivery of the 
products. 


4. The industry and trade sides sign export agent agreements. Based on the 
conditions of transactions with foreign businessmen, the foreign trade 
departments will sign a letter of agreement with the production units to 
handle the exports as agents, and both sides have the right and duty to 
execute the agreements. 


5. Production units produce the goods and get them ready. They have to 
transport the goods to the designated wha~ves for loading and shipment in 
accordence with the provisions of the agreements and assume all] expenses and 
risks tor the goods before they are loaded into the ships. 


6. After concluding transactions with foreign businessmen, the foreign trade 
departments are responsible for pressing the customers to issue certificates 
in fulfilling their obligations according to schedule and for going through 
such pertinent formalities as booking ships and settling the exchange for 
exports. After completing the settlement of the exchange vud deducting 

the cost of transportation, insurance fees and cable fees acd other expenses 
therefrom, the amount of foreign exchange earned by the production depart- 
ments will be recorded in their accounts according to the foreign exchange 
retention rate as stipulated. The foreign trade departments collect | to 

2 percent in handling fees from each export operation. 


/. With regard to foreign exchange sharing, it should be done according to 
a fixed ratio and a proper arrangement should be made accordingly. The 
agent system being implemented in Guangdong Province started not too long 
ago and the focal points of trying it out still remain with those industrial 
departments whose export plans have been cut by 30 percent, As in all 

other new things, deficiencies cannot be avoided and the trying out of 

the agent system at present has also encountered several new problems, 


First, the contradictions of assuming risks. In the past, the export 
commodities of production units were handled exclusively by the foreign trade 
departments which also assumed the risks of gains and losses. Now the respon- 
sibility of assuming these risks is shifted to the production departments, 
some of which now have felt the excessive pressure; in the meantime, they 

are also facing not only designs and varieties, but also fierce competition. 
This shift has called on the enterprises to make thorough reforms and raise 
efficiency and has also demanded that the foreign trade departments enhance 
assistance in formation guideance and coordination. 


Second, the contradictions of fund shortages. In the past, normal export 
production departments only needed a sum of production capital. After the 
export agent system is implemented, the production departments have to 
prepare three sets of capital funds: one is the fund for purchasing raw 
materials and processing and production costs, the second is the fund for 
importing items to fill det‘ctencfes and * third is tie fucd 
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cope with the overstocking ot products produced which cannot be exported 
immediately as is experienced from time to time and also the overstocking 
of imported items to fill deficies which cannot be disposed of immediately. 
The shortage of funds may cause tremendous hardships to production units 

in reproduction. 


Third, the contradictions between planned exports and exports through agents 
The foreign trade departments hope to include commodities with low loss 
margins into the plans for exports and let agents handle the export those 
with high loss margins, but the production units have taken exactly the 
opposite position: They hope that commodities with a high loss margin wil! 
come under planned exports and that commodities with a low loss margin wi! 
be handled through agents. This contradiction has become exceptionally 
prominent when the export commodities turned out by the production units 
contain both items of high and low loss margins, thus at times becoming a 
major stumbling block to the industry and trade sides in smoothly signing 
agency agreements. Furthermore, the contradictions of bringing into line 
the market, the customers and the allocated quotas also require correct 
handling; otherwise they will affect the smooth progress of reform, 


Fourth, economic legislation of exports through agents should be established. 
Economic legislation is a powerful weapon to ensure the normal progress of 
economic activities. To ensure the smooth progress of this reform of the 
agent system, it is necessary to have legal protection. The economic legis- 
lation must clearly define the responsibility, power and interests of the 
foreign trade and production departments that execute the agent agreements 
and the scope of responsibility in assuming risks; it must also make specifi: 
provisions governing rewards and penalities in the execution of the agree- 
ments and stipulate that Economic responsibility must be investigated and 
attixed on those who violate agent agreements. With economic legislation 
clearly defining the rewards and penalities the smooth implementation of 

the agent system can be ensured. 





In short, the implementation of the agent system is not an expedient 

measure nor is it only a change in the way of ooera:ions. It reflects av 
excellent form in industry-trade integration which gives direction to the 
reform of the foreign trade system. Although it is far from being perfect 

at present and may still encounter difficulties and contradictions one way 

or another in trying it out, we are confident that this reform of great 
vitality will become perfect and develop steadfastly in the course of reform- 
ing the foreign trade system. 


12662 
CSO: 4006/87 
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FOREIGN TRADE AND INVESTMENT 


OVERVIEW OF FOREIGN CAPITAL USE IN PAST 35 YEARS 
Beijing GUOJI MAOYI [INTERTRADE] in Chinese No 9, 27 Sep 84 pp 5-7 


[Article by Long Chucai [7893 7806 2088]: "Review of Foreign Capital Use Since 
the Founding of New China") 


[Text] Since the founding of the PRC, our country has carried out socialist 
construction by importing technology through the use of foreign capital in 
adherence to the policy of “relying mainly on our own efforts while seeking 
external assistance as an auxillary.” Owing to the influence of subjective, 
objective and other factors, our importation of technology through the use of 
foreign capital has gone through a tortuous course over 35 years. 


During the early period of liberation, subjected to imperialist encirclement, 
blockade and embargo, our country had found it impossible to engage in exten- 
sive international economic cooperation but had to win over funds and technical 
assistance from among the socialist countries. Within 2 months after the 
founding of New China, Chairman Mao personally visited the Soviet Union to dis- 
cuss with Stalin political and economic cooperation and other important issues, 
such as China's utilization of Soviet funds and technology. On 14 February 
1950, while signing the Sino-Soviet Treaty of Friendship, Alliance and Mutual 
Assistance, the first agreement with the Soviet Union providing a loan to China 
was also concluded. The loan totaling $300 million was to be used to pay back 
the Soviet Union for the construction goods and materials delivered to China 

in the form of a loan. By 1955, the Soviet Union had provided China multi- 
purpose loans for economic construction amounting to more than 5 billion old 
rubles at an annual loan interest rate of 1 to 2 percent payable in 2 to 10 
years. By 1964, our country had paid back the principal and interest of the 
loans in full 1 year ahead of schedule as stipulated in the agreement. 


In the 1950's, our country carried out large-scale socialist construction by 
importing technologies and equipment from the Soviet Union through the use of 
credit and foreign exchange charged to an account. From 1950 to 1954 China 

had signed agreements with the Soviet Union for importing 156 complete sets 

of equipment, and the number of construction projects to be built with Soviet 
assistance during the First 5-Year Plan period totaled 166. Another more than 
100 items were added between 1958 and 1959, thus the number of complete sets 
of equipment signed with the Soviet Union during the entire 1950's totaled 304. 
In addition, 64 agreements had also been signed with the Soviet Union for inde- 
pendent workshops and installations. Because Khrushchev tore up the contracts, 
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only 149 of the 304 projects for complete sets were totally completed or basi- 
cally completed, 89 items under contract were canceled; of the 66 projects 
whose construction our country carried on, 29 for independent workshops and 
installations were completed and 35 items under contract were canceled. The 
loans for importing Soviet technologies and equipment came to more than 7.6 
billion old rubles payable in the form of foreign exchange charged to an 
account and credits. 


During the 1950's our country had also imported 108 complete sets of equipment 
and 82 single machines from 6 socialist countries in Eastern Europe by means 
of foreign exchange charzed to an account. 


While importing technologies and equipment through the use of credit and by 
means of foreign exchange charged to an account, and in line with the principle 
of equality and mutual benefits, China and the Soviet Union had set up four 
joint venture enterprises between 1950 and 1951: the Sino-Soviet Xinjiang 
Petroleum Joint Stock Corp, the Sino-Soviet Xinjiang Nonferrous and Rare Metals 
Joint Stock Corp, the Sino-Soviet Civil Aviation Corp and the Sino-Soviet 
Dalian Shipbuilding Corp with each side holding 50 percent of the stock and 

the period of the joint ventures was set at 10 to 30 years. During his visit 
to China in 1954, Khrushchev converted the Soviet share holdings in these four 
joint ventures into loans, thus ending the joint ventures ahead of schedule. 

In addition, our country had also entered into a joint venture with Poland in 
establishing the Sino-Polish Shipping Corp. 


Our country's focus on importing technologies and equipment through the use 

of foreign capital was to strengthen heavy industrial construction. By relying 
on our own efforts, we had built a number of large iron and steel integrated 
complexes, nonferrous metallurgical enterprises, various types of heavy 
machine-building enterprises, power plants, chemical plants, automobile plants, 
tractor plants and aircraft plants, thus laying the initial foundation for 
China's industrialization. As a result, our country's iron and steel, coal, 
electricity power, nonferrous metal products and chemical industrial products 
increased markedly and metallurgical equipment, power-generating equipment, 
mining equipment, aircraft, automobiles, tractors and other products which 
China had never produced heretofore in history were manufactured and the self- 
sufficiency rate of machinery and equipment during the Second 5-Year Plan 
period reached over 80 percent. 


During the early 1950's, the Soviet Union under Stalin's leadership at that 
time began to provide loans and friendly assistance to our country. However, 
after assuming power, Khrushchev used the Soviet economic assistance to China 
as a means to push hegemonism and force our country to become a political 
appendage. Failing to achieve this goal, he tore up contracts, withdrew 
experts and forced us to repay debts during the early 1960's thereby bringing 
numerous construction projects to a standstill and causing serious losses to 
our socialist construction. 


Beginning from the early 1960's, our country started to import technologies 
and equipment from the capitalist countries through the use of export credit 
and by means of deferred payment. From 1963 to 1968, our country imported more 
than 80 items of technology and equipment from Japan, Britain, France, the FRC, 
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Sweden, Italy, Switzerland, the Netherlands, Belgium and Austria, of which over 
50 items involved equipment in complete sets valued at nearly $300 million and 
the method of payment was deferred payment in approximately 5 years. Imported 
were oxygen top-blown converters, airtight blast furnaces for lead and zinc 
smelting, equipment for manufacturing silicon semiconductor materials, tech- 
nologies and equipment for processing natural gas and synthetic ammonia through 
gasification of heavy oil, production technologies for synthetic fibers of 
vinylon and acrylic fibers and high-pressured polythene, polypropylene and 
other plastic materials, technologies and equipment for manufacturing heavy- 
duty trucks, liquid-pressure components plants and silicon semiconductor parts 
plants. The focus was to carry out technical transformation of metallurgical, 
petrochemical, machine-building, electronics and light industry departments 

to fill in certain gaps in production. 


During the early 1970's, our country resumed its seat in the United Nations, 
remolded its relations with the United States and Japan and took a further 

step to import technologies and equipment from the capitalist countries through 
deferred payment. By 1977, contracts were signed for importing more than 220 
items of technology and equipment were signed totaling more than $3 billion, 

of which the amount of foreign exchange used for the 26 complete sets of large 
equipment and the 43 complete sets of comprehensive coal extraction machines 
imported from the United States, the Netherlands, France, Japan, the FRG, Italy 
and Switzerland accounted for more than 80 percent and about 40 percent of the 
amount was settled through deferred payment. During this period, the focal 
point of importing technologies and equipment was on improving people's food, 
clothing and consumption and on the development of the metallurgical and power 
industries. Among the 26 items of large complete sets imported, 13 were equip- 
ment for chemical fertilizer production, 4 were chemical fiber production equip- 
ment, 3 were equipment for the production of synthetic rubber and plastic mate- 
rials, 1 equipment for producing washing powder caw material, 1 1.7-meter 
rolling mill and several power-generating units. The imported equipment had 
the advantages of being large in size, with high speed and high efficiency in 
performance and automatic control. 


Our country’s work in importing technology with foreign capital was seriously 
disrupted by the Lin Biao and Jiang ©: g counterrevolutionary cliques between 
the late 1960's and the early 1970's and as a result the construction of num- 
erous projects were delayed and even stopped. 


After the downfall of the Jiang Qing counterrevolutionary clique, the work of 
importing technology with foreign capital was done with impetuosity and impa- 
tience. In 1978 alone, contracts for importing technology and equipment 

valued at $7.8 billion were signed, of which the 22 key projects including the 
Baoshan Iron and Steel Complex accounted for more than 70 percent of the for- 
eign exchange used. Because the projects were decided in a hurry, a great many 
of them were embarked upon without seriously looking into the feasibilities 
from the economic and technical point of view, without taking concrete measures 
to achieve a balance in forming complete sets at home and exceeding what the 


state's financial and material resources could bear. Consequently, the con- 
struction of some of the projects was later postponed, the method of paying 
for some of the projects was changed to deterred payment, and most of the proj- 
ects were paid with loans from the Bank of China. A few other projects were 


paid with credit from foreign governments afterward 
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While our country had made outstanding progress in importing technologies with 
foreign capital for developing the production of chemical fertilizer, chemical 
fiber, plastics and metallurgical and power production between the early 1960's 
and late 1970's, the road traversed had been extremely tortuous. 


Since 1979, our government has implemented the policy of opening to the outside 
world and set up management organs and systems at all levels to administer the 
importation of technologies with foreign capital; formulated and relaxed step 
by step various preferential policies based on the principle of equality and 
mutual benefits governing the importing of technologies with foreign capital; 
formulated the fundamental laws and regulations governing joint venture enter- 
prises with Chinese and foreign capital, cooperation in the offshore exploration 
of petroleum, compensatory trade and the special economic zones [SEZs], laws 
and regulations governing tax revenue, labor management and foreign exchange 
control, and signed accords on investment protection, agreements on investment 
insurance and accords on avoidance of double taxation. 


To absorb more foreign capital and import more technologies in a better way, 
four SEZs of Shenzhen, Zhuhai, Shantou and Xiamen were established in 1979 and 
special policies and flexible measures have been implemented in Guangdong and 
Fujian provinces; in 1984, the 14 coastal cities of Tianjin, Shanghai, Dalian, 
Qinhuangdao, Yantai, Qingdao, Lianyungang, Nantong, Ningbo, Wenzhou, Fuzhou, 
Guangzhou, Zhanjiang and Beihai were opened and a number of economic develop- 
mental zones established. 


Over the past several years various prefectures and departments have actively 
developed the work of importing technologies with foreign capital by adopting 
various methods. By the end of 1983, our country has signed agreements through 
the use of foreign capital exceeding $20 billion of which the actual amount 
used came tomore than $14 billion. Of the amount signed in the agreements, 
over $13 billion were borrowed foreign capital and $7 billion were foreign 
investment absorbed. Among the foreign capital borrowed, over $3.8 billion 
were loans extended for construction projects by the governments of six coun- 
tries including Japan, Kuwait, Denmark, Belgium, Italy and Malta and by the 
two international financial institutions, the World Bank and the International 
Agricultural Development Fund. These credits have been used for the construc- 
tion of coal wharves at the Qinhuangdao and Shijiusuo harbors, the container 
cargo wharves at the Shanghai, Tianjin and Huangpu harbors, the Beijing- 
Qinhuangdao and Yanzhou-Shijiusuo railroads, the 5 oilfields including 
Chengbei and North China, 9 collieries including Baodian and Jiangzhuang, and 
power stations, cement plants, chemical fertilizer plants, sugar mills, dairy 
products plants, the transformation of agriculture and animal husbandry, paddy 
rice demonstration farms, international airports and education and teaching 
and research totaling 38 projects. More than $900 million were loans provided 
by the IMF in 1981 for balancing the international balance of payment. More 
than $800 million were loans borrowed from foreign commercial banks by depart- 
ments and localities concerned. More than $7 billion were borrowed from the 
foreign exchange deposits of the Bank of China for importing 22 complete sets 
of large equipment for the Baoshan Iron and Steel Complex and others, this loan 
has since been repaid. More than $100 million were for issuance of bonds in 
Japanese yen. 
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Among the investment absorbed from abroad: About 190 enterrrises under joint 
ventures with Chinese aud foreign capital were established at home, absorbing 
over $300 million in foreign capital; more than 1,000 projects of cooperative 
management were instituted, absorbing nearly $3 billion in foreign capital; 
more than 20 projects of offshore petroleum exploration were undertaken in 
cooperation with foreign business firms, absorbing over $2 billion in foreign 
capital; more than 1,000 items of compensatory trade were engaged with foreign 
business firms, utilizing over $900 million in foreign capital; over 200 items 
of international leasing operations have been undertaken, utilizing approxi- 
mately $100 million in foreign capital; more than 50 enterprises under exclu- 
Sive investment with foreign capital were established with foreign business 
firms investing over $400 million. 


Over several years, the importation of technologies through the use of foreign 
capital has achieved certain notable results in accelerating the economic 
development and advancing socialist construction in our country. 
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FOREIGN TRADE AND INVESTMENT 


WAYS TO INCREASE JAPANESE TRANSFER OF TECHNOLOGY DISCUSSED 
Beijing GUOJI MAOYI [INTERTRADE] in Chinese No 9, 27 Sep 84 pp 12-13 


[Article by Ma Yi [7456 0308], vice minister for the State Economic Commission: 
“Further Expand Transfer of Technology and Economic and Technical Cooperation 
Between China and Japan" ] 


[Text] Our country is vigorously pushing for technical progress and technical 
transformation of the existing enterprises in order to realize the goal of 
quadrupling the gross annual value of indus:rial and agricultural production 
by the turn of the century, a task of strategic significance. 


Importing advanced technology and equipment is an important way of speeding 

up technical progress and technical transformation of enterprises. In 1983, 

we had signed more than 600 contracts for transfer of technology and equipment 
with foreign corporations, which exceeded the sum total signed 4 years earlier. 
Particularly in Shanghai, Tianjin and Dalian, where more power has been given 
to importing technology, a new situation in this endeavor has emerged. 


Japan sent experts to help Chinese enterpr'ses diagnose technical transforma- 
tion and has achieved success in this endeavor. Diagnosis on the 49 items 
agreed on by the Chinese and Japanese sides for the fiscal years 1981 and 1982 
has been totally completed, in addition to the 6 items concluded, most of the 
\4 items now under commercial negotiations will enter into the commercial nego-~ 
tiation stage before the end of this year. Diagnosis on the 43 items agreed 
upon by the Chinese and Japanese side for fiscal year 1983 is being cont inued 
since it was started in mid-May. If progress is smooth, it is estimated that 
one-third of the items for fiscal year 1983 will enter into commercial negotia- 
tion within this year. Thus, it is expected that more items will be concluded 
this year. Moreover, with regard to personnel exchange, both the Chinese and 
Japanese sides have been highly effective in cooperation. In over 2 years, 
Japan has sent more than 200 experts to China on different occasions to con- 
duct diagnoses of enterprises and at the same time also received more than 200 
investigation personnel from the Chinese side on a number of occasions from 
enterprises seeking diagnoses thereby energetically promoting sacoth progress 
in the work of diagnosing enterprises on the basis of mutua! understanding trom 





both sides. 
\lthough much progress has been made in diagnosing the technical transformation 
‘f enterprises with the help of Japanese experts invited to China, we should 
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never be satisfied with the success; we should continue to make joi 
to sum up experience and improve our work so as to achieve more ré 
diagnos.s in more extensive sphere of cooperation. 


The successful visit of General Secretary Hu Yaobang to Japan in Novem! 

year and Prime Minister Nakasone's successful visit to China in March ¢t 
have ushered Sino-Japanese friendship and cooperation into a new hist 

period. We must have a foothold on the present and at the same t ime 

2lst century in view. The situation for the development of economic . 

tion in our country is excellent, our government has decided to energet . 
make the special economic zones [SEZs] a success and further open up coas 
cities. The prospects for Sino-Japanese economic and technical cooperat. 

are immense and potential is very great. Japan's economy is well-deve!o 

and its technology is advanced. China and Japan are friendly neighbors, w 
have the favorable conditions of fine climate, good geographical posit 

the harmony of the people, and Sino-Japanese cooperation will be advan 

ther from now on. 


Here are some views about further strengthening cooperation in fut 


l. To further implement the policy of opening to the outside world and 
the importation of technology by using foreign capital, after expanding 
power of importing technology in Shanghai, Tianjin and Dalian, we have recent 


decided to expand the power to import technology in 11 other coastal + 
This is an important measure for speeding up the importation of techn: 
Our country has also made some achievements in utilizing foreign capit 
the end of 1983, of the 188 joint ventures with Chinese and forse 


only just over 10 were joint ventures with Japanese factories. We t1 
come foreign factories to invest in China whether in the form of | 
or wholly owned enterprises. To show consideration for the interest 


prises under joint ventures, we have adopted a number of measures, 
to those already made known to the public, to yield a part of the domest 
ket and reduce income tax. 


2. The plan to import 3,000 items of advanced technologies in the 
of the Sixth 5-Year Plan period for transforming the existing enterpriss 


being implemented smoothly. More than 600 items were concluded last 
1,000 items are expected to be concluded this year. Of the first 
1,800 items approved this year for technical or commercial negot iat , 


welcome cooperation with Japanese factories. We are confident that 
Japanese friends will take a positive attitude and will not let 
opportunity. 


3. Continual efforts should be made to strengthen cooperation i 


Japanese experts to help our country make diagnoses. Some problen 
be worked out by both sides so as to advance cooperation in thi 
further. 

We hope to expand cooperation in the field of technical personne 


To speed up the technical transformation of the existing enterpr 
country, besides importing technology, we have to invite a num 
experts, including retired engineering and technical personn 
will cooperate in this matter. 
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gard to importing technology, we have attached great importance to 
ition of technological trade and general commodity trade. All enter- 
iding a positive attitude and giving us preferential treatment will 
we reciprocate correspondingly in importing their commodities. 


ides are extremely pleased with the development of Sino-Japanese friendly 

ns. However, the economic and technical cooperation between the two 
should be further strengthened in order to keep up with the situation. 

slists and entrepreneurs of many countries have been very enthusiastic 

onomic and technical cooperation with China recently. Japan is an old 

f our country in the economic and trade fields and a principal partner 

's import and export trade, the amount of Sino-Japanese trade in 1983 
about 20 billion RMB, or an increase of 20 percent over the previous 

China and Japan must not only speed up the development of commodity 

but also must expand the transfer of technology and economic and technical 

‘on a step further. Besides traditional forms and ways, we can also 

1ew grounds and ways to widen the field. 
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BANK OF CHINA TRUST, CONSULTANCY COMPANY'S METHODS REPORTED 
Beijing GUOJI MAOYI [INTERTRADE] in Chinese No 5, 27 May 84 pp 10-11 


[Article by Xie Genping [7327 2704 1627]: "Developing Various Forms of 
Trust and Consultancy Work") 


[Text] Since the Bank of China's trust and consultancy business started 
in 1981, it has played an important role in developing production and 
making contacts between Chinese and foreign financiers and production 
departments and within production and circulation channels, and it has 
fully utilized the foreign exchange funds gathered by the bank. 


In recent years, under the guiding principles of "being active and safe, 
working from a position of strength, suiting measures to local conditions 
and steadily advancing," the business has made a positive contribution to 
the construction of the four modernizations. It supports the technical 
transformation of enterprises, expands foreign trade and increases the 
state's finances and foreign exchange by utilizing trust investments, joint 
ventures, international leasing, letters of credit and credit checks as 
well as provides various economic consulting services. 


The Trust and Consultancy Company of the Bank of China [BOC] is developing 
the following kinds of trust and consultancy businesses. 


(1) Trusts and Investments. The principle task of the Trust and Consultancy 
Company of the BOC is to utilize foreign investment to develop the state 
economy. The emphasis of investment is upon supporting the technical 
transformation of China's medium-size and small enterprises, introducing 
advanced techniques and equipment, developing production, improving product 
quality, expanding exports and building up foreign exchange reserves. In 
line with the needs of having small investments, quick turnover, large 
foreign exchange earnings and good results, the company has adopted 

various ways to develop the trust and investment business such as loan 
investments, co-production, joint ventures, joint development and Sino- 
foreign investments. According to preliminary statistics, the Trust and 
Consultancy Company of the BOC has examined and approved 97 investment 
projects in the last 2 years (13 of which are Sino-foreign joint ventures) 
for a sum of $230 million. 
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(2) International Lending. The BOC's Trust and Consultancy Company actively 
develops international lending. It imports crucial technology and equipment 
to China, has done a lot of werk on technical transformation and handles 

124 lending projects in the past 2 years at a sum of $53.95 million. 

There were 246 percent more projects in 1983 than there were in 1982 and 

the sum increased 128 percent. These projects included the light and textile 
industries and the machinery, shipping and chemical industries. 


(3) Consulting. Consulting is another major foreign economic activity of 

the Bank of China's Trust and Consultancy Company. According to the needs 

of its Chinese clients, in recent years the company has done much concerning 
the credit of foreign clients by introducing and financing products, 

studying product market conditions and locating cooperative partners. 

It was consulted more than 5,600 times and gave advice to Chinese enterprises 
that were being transformed. It has promoted the development of foreign 
trade and economic cooperation and has been well received by Chinese clients. 


Additionally, it has provided more than 1,000 letters of credit for Chinese 
enterprises and business units at a sum of more than $400 million. It has 
also been entrusted with more than 940 cases of inheritance trusts and fund 
transfers for private individuals. 


(4) Running Sino-foreign Joint Ventures. The BOC Trust and Consultancy 
Company has made a lot of headway regarding running Sino-foreign joint 
ventures. Up to now, 13 Sino-foreign joint-venture enterprises have been 
set up. Running such enterprises is advantageous to introducing technology, 
studying management experience, training workers and improving product 
quality. For example, the Shanghai (phonetic) Yaohua-Pi-er-jin-dun 

[5069 5478 4122 1422 7319] Glass Company, Ltd., introduced British 
techniques and can balance its foreign exchange by itself by resale of 
products. The company's participation in joint ventures bolsters the 
confidence of foreign investors in various ways. 


(5) Support for Development and Construction of Xiamen [Amoy] Special 
Economic Zone [SEZ]. In conjunction with five Hong Kong banks and the 
Xiamen SEZ Construction and Development Company, the BOC's Trade and 
Consultancy Company set up the Xiamen SEZ United Development Company. 

It provides various kinds of economic consultation and gives great support 
and assistance to the Xiamen SEZ's utilization of foreign funds and its 
introduction of equipment and technology. 


In order to develop an ever better trust business and serve Chinese and 
foreign clients, the Trust and Consultancy Company is actively involved in 
the construction of an economic consultancy and information network within 
the Bank of China to handle client trust matters, tinancial marketing, 
product market conditions, the introduction of advanced technology and 
equipment and other informational work. 


The Bank of China has more than 200 branches in China and more than 240 
branches overseas and in Hong Kong and Macao. It also has correspondence 
relationships with more than 1,000 foreign banks scattered in more than 








140 countries; it is in touch with a large number of Chinese and foreign 
clients. Utilizing overseas branches of the Bank of China, the Trust and 
Consultancy Company can select and introduce some clients that have good 
credit records and an understanding of technology to cooperate with China 
according to domestic needs. It canalso ask correspondent foreign banks 

to introduce their clients to China. Besides credit investigations of 
Chinese clients, the company also provides such financial and market 
consulting services as currency selection, exchange rate changes and market 
studies. It also undertakes financial consultation as the major task for 
certain units in China. 


The Bank of China's Trust and Consultancy Company offers superlative 
conditions in terms of introducing equipment and technology to transform 
medium-size and small enterprises and providing various consulting services. 
It has an increasingly important role in promoting the construction of the 
four modernizations. 
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BRIEFS 


SWEDES SIGN PACKAGING CONTRACT--Tetra Pak has signed a contract with the city 
of Beijing worth 75 million kroner for license manufacturing of packaging 
materials. This is the largest order ever written between a Swedish firm and 
the city of Beijing. Tetra Pak will sell a complete production line for the 
making of packaging materials. Capacity will be 600 million packages per year. 
The training of Chinese personnel is also included in the contract. [Text] 
[Stockholm DAGENS NYHETER in Swedish 11 Jan 85 p 10] 
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SPECIAL ECONOMIC ZONES 


SHANTOU REPORTS STEADY PROGRESS 
Beijing GUOJI MAOYI [INTERTRADE] in Chinese No 10, 27 Oct 84 pp 33-34 


[Art ic ] Ss by Xia Fan [ l ] 9 ] 581 ] $ "The Shantou Spec ial Economic Zone Makes 
Steady Progress" 


[Text] When one sets out from downtown Shantou and drives for several km 
along the newly constructed Jinsha Highway, he will pass by towering new 
buildings in the verdant countryside. This is the key development area of the 
Shantou Special Economic Zone [SEZ], the Longhu Export Processing Zone [EPZ}. 


A spectacular development plan was put into effect here after August 1980, 
when the Fifth NPC Standing Committee approved and promulgated the Regulations 
Governing Guangdong SEZs. 


Accordine to this plan, the Longhu EPZ will cover a total of 1.6 square km and 
be constructed in stages. It is estimated that, upon completion, the zone will 
have 200-some factories, which will employ 40-50,000 workers and staff. 


A 0.7-square-km section of the southern part of the zone was chosen for con- 
venience as the initial stage of development. By the end of last year, 46,663 
sq m of building area had been constructed; 11 paved roads having a total 
length of 5,975 m and an area of 174,850 sq m were laid; and 15,673 m of pipes 
were installed. 


Infrastructural and support projects for production and domestic use have been 
completed in the first 0.?-sq-km section, the "five hookups and one leveling" 
have been finished and the zone has been fully linked to the city's road, 
electric-power, telecommunications and water systems. Two 10,000-sq-m factories 
that are designed for general light-industrial use have already been leased or 
sold to foreign businessmen by contract, and a third factory is nearing comple- 
tion. Service and housing facilities for foreign businessmen, cadres, workers 
and staff members have gradually been added, including a 2,324-sq-m cafeteria 
for workers and staff and a 1,346-sq-m shopping area, which went into operation 
in October of last year; and the 4,800-sq-m Longhu Hotel, which as a garden, 
opened | January this year and houses businessmen from foreign countries, Hong 
Kong and Macao who come to the SEZ to engage in trade negotiations. 
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If outside businessmen rent land for factory construction within this initial 
zone, water, electrical, telecommunications, sewage and other hookups are 
available less than 15 m away. The Fencheng Co of Hong Kong previously pro- 
duced video games in Shantou City, but the original factory collapsed, prevent- 
ing the company from making its deliveries on time. Thus the company asked the 
zone co sell a factory so production could be continued. Through negotiation, 
a contract was signed to import equipment from Hong Kong, the factory was 
established within 10 days and the incident instantly became famous. By the 
end of last year, six factories employing foreign capital had gone into pro- 
duction in the Longhu EPZ, and construction of a feed mill for the Zhengda 
Kangdi Co of Hong Kong began early this year. 


Last year, the Shantou SEZ was visited by more than 1,000 businessmen, who 

came to conduct trade talks at or tour the zone, representing 11 nations and 
regions and including compatriots from Hong Kong and Macao, overseas Chinese 
from Southeast Asia and businessmen from the United States, France, Italy, 
Japan and other countries. Last year alone, 81 investment projects were dis- 
cussed with foreign businessmen, 18 of which have already resulted in contracts 
or signed agreements, and 12 of these arrangements have been put into effect, 
involving plastic toys, clothing, video games, carpets, metal products, home- 
improvement hardware and the like. 


The SEZ's production and other business operations have already begun to yield 
initial economic benefits. Last year, the zone absorbed a total of HK $44.06 
million in foreign investment; earned a business income of 1.72 million yuan, 
profits of 780,000 yuan and HK $1.15 million in foreign exchange; imported 300 
pieces (sets) of equipment; provided employment for 450 persons; and received 
HK $152,000 in earnings for labor services. 


All Natural Advantages Will Be Fully Exploited 


Shantou City is the center of the Shantou SEZ, is located on the southeastern 
coast of Guangdong Province, and has a subtropical maritime climate, a beauti- 
ful natural environment and pleasant weather. The city has a total area ot! 
nearly 250 sq km, and the urban district measures 8 sq km and is home for 
700,000 people. The city borders Hong Kong and Macao, and to its rear lies 
the Chaozhou-Shantou Plain, which is very productive and whose agriculture is 
well developed. Finally, Shantou also serves as the major gateway f_r imports 
and exports to and from eastern Guangdong, southern Jiangxi, and southwestern 
Fujian and is a major port for China's foreign trade. 


Snantou was opened to foreign trade 120 years ago and now possesses a definite 
industrial base, enjoying some prestige domestically for producing ultrasonic 
instruments, photosensitive chemicals and canned foods, and enjoys even greater 
renown, both at home and abroad, for local drawnwork and handicrafts. Mean- 
while, some headway has been made in plastics, textiles, clocks and watches, 
leather goods, machinery, musical instruments and fishing nets. The city has 
370-some industrial enterprises, 120 of which undertake production for export, 
providing 130-some goods that are sold to 106 countries and regions. 
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Shantou has a large labor force, and culturally and educationally it is one of 
the most advanced regions in Guangdong. There are more than 100,000 young 

workers aged 16 to 25 years, in the near future approximately 7,000 youth wil! 
join the labor force each year, and 70 percent of this population has attained 


an educational level of junior middle school or above. Moreover, factory 
enterprises employ 2,000-some technicians and many skilled workers. 


in addition, Shantou is located near the sea, has many islands, beaches, hot 
id mineral springs and famous sites and relics, and thus is an ideal place 
for the development of tourism. 


For these reasons, the Shantou SEZ has formulated plans, based on the social 
environment and current conditions, to develop tourism while placing primary 
emphasis on the expansion of export processing; to make full use of foreign, 
overseas-Chinese and Hong Kong-Macao capital; to introduce advanced technology 
and managerial experience; and to transform existing industrial enterprises in 
rv urban district. 





fhe Longhu EPZ, which is included in these plans, enjoys convenient transpor- 
tation, being located 3 km from the urban district, 7 km from the existing 
wharves at Shantou Harbor, 2 km from the docks and train station that are 
planned for the SEZ, and 17 km from the civilian airport. For the near future, 
we plan to introduce labor- and technology-intensive industries that are energy 
efficient, are light polluting, yield good economic results and produce goods 
that are readily marketably abroad. 


he ins also include the following elements. 


kxisting enterprises in the Shantou urban district will be transformed. For- 
cign, overseas-Chinese and Hong Kong-Macao capital or advanced technical equip- 
vent will be introduced in order to transform old enterprises in the urban 
listrict of the city. So long as enterprises produce primarily for export, 
they will receive the same preferential treatment as the SEZ when importing 


the means of production or remitting income taxes. 
\n agricultural development zone will be established in the SEZ. This zone 
vill include an area of 10-plus sq km iying east of the SEZ's harbor district 


ll introduce advanced agricultural technique and improved crop varieties, 
levelop vegetable, fruit and flower cultivation, advance poultry and live- 
ck raising and aquatic breeding, and will provide goods for export or to 


eet the needs of the SEZ. A base for agricultural production and research 
will be established, will disseminate advanced science and technology and 
proved crop varieties throughout Shantou Prefecture and thus will promote 


ricultural development. 


lans also provide for the development of a harbor district. Wharves, 


re] St and the like will be constructed for the exclusive use of the SEZ 
hor EPZ. 


7 


in the 1.7=-sq-km section along the coast in the southern part of the Lon 


e Shantou urban district began introducing foreign capital to transtorn 
rises, was accorded preferential treatment by the SEZ last year and ha: 
igned five contractual agreements, among which renovation and upgrading 
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projects for the Dongfang Plastic Film Factory, the Plastics Products Factory 
and the Ostrich Hotel have already gone into effect. The SEZ‘'s Agricultur 
Development Farm has achieved initial results, and goods produced by the 
aquatic breeding, poultry and agronomy farms have begun to reach the market 
and to be exported. 

The SEZ‘s special harbor and wharves are also under construction, the zone’ 
400-ton “Shantou,” a freighter, has gone into service on the Shantou-Hong Kong 
line and trucks and buses have commenced operations for the zone. In Januar 
of this year, the Shantou SEZ Development Co and the Hong Kong Dazhong Travel! 
Co (of Thailand) formed the Shantou-Thailand Shipping Co, Ltd, whose primary 
service is to provide passenger and cargo transport between Shantou and Hong 
Kong. The SEZ is to provide harbor facilities, while the Hong Kong Dazhong 
Travel Co will supply two 5,000-ton freighters that can also seat 600 passen- 
gers, the first of which vessels will commence operations in the curly 
this vear [as published]. 


New Developments in the SEZ 


When Comrade Deng Xiaoping inspected the Shenzhen SEZ early this year, hx 
wrote an inscription, which read “Shenzhen's development and experien proves 
that our policy of establishing SEZs is correct", marking a turning point in 
the development of China's SEZs. The Shantou SEZ also reports news of a new 
beginning: The central authorities intend to expand the zone in order to meet 
the needs of economic development. At present, the zone consists primaril: 
the |.6-sq-km Longhu EPZ, and a district 1.7 sq km in size has be: et 
iside for the harbor that is planned for the zone. The central authoriti: 
plan to add an agricultural development zone (originally a restricted area) 


, 
i 





which will be approximately 10 sq km in size and consist of the May 7 Commune, 
which is located in the suburbs of the city, Jinsha District, and sor the 
areas that lie to the west of the Xiapu He in Chenghai County. In addition, 
the State Council has already approved a request to incorporat« —Sq-km sec- 
tion of Guang'ao Bay, which is to be built into a “petroleum city" b reign 


businessmen. 


Shantou SEZ plans to invest 60 million yuan this year, concentrate its efforts 
to lay an infrastructure and carry out the following construction projects. 


|. While completing construction tasks in the first, 0.2-sq-km, secti 

the Longhu EPZ, the SEZ will begin developing the second and thir ections, 
which will be 0.7 sq km in size. The SEZ will strive to complete | 1 1i- 
sition, planning work and infrastructural construction by the end o! thi ears 
will rush to complete such key projects as transformer substations, 

the harbor, factories and administrative office buildings this year; a: Ke 
plans for 5 general factories, factory-style container wharves with 3,000-t 
berths, li transmission-transformer projects and administrative office buil 
ings for the SEZ. Other construction projects, such as support ta 


ocial ervices, will be accelerated, and spe ial efforts will 


‘ 


ind begin nstruction of apartments that will be sold to for 
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2. lanning for the agricultural development zone will make vegetables, fruit, 


flowers and trees central and also stress aquatic products and animal husbandry. 
We will conduct planning work on the basis of comprehensive surveys and strive 
to achieve better results in production. 


3. New breakthroughs will be made in tourism, and hotels and bus fleets will 
be managed better so as to provide first-class service for tourists in Shantou 
and make things convenient for foreign businessmen. Travel companies must 
cooperate with the city’s agencies in charge of tourism, open new areas for 
sightseeing, make full use of the Chaozhou-Shantou area's resources and attract 
foreign capital to open resorts and scenic areas such as Queshi and Mayu. 





4. The transformation of old enterprises in the urban district must be effected 
in conjunction with the first 35 projects selected by the city's agencies in 
charge of foreign trade, and negotiations must be carried out to import advanced 
technology and equipment. 


5. We must improve transport and telecommunications and gradually create pre- 
liminary conditions for industrial development. 


Implementation of these projects will bring new prosperity to the Shantou SEZ. 


12431 
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SPECIAL ECONOMIC ZONES 


JOINT-VENTURE TRADE UNLONS--Shenzhen, 18 Jan (XINHUA)--The discussion meeting 


for trade unions of joint-venture, cooperation, 1 foreign enterprises in the 


special economic zones and the coastal o ities concluded in Shenzhen on 
lo January. The meeting was held by the All-China Federation of Trade Unions. 


" 
} 


The representatives from variou Litic exchanged experiences in forming 
trade unions and starting trade union tivities among the joint-venture, 


cooperation, and foreign enterprises. wy discussed the “Reculations Govern- 
ing the Trade Unions in joint-ventures, peration, and foreign enterprises." 
Through discussions, the representatives further clarified the fact that the 
work of the trade unions in joint-ventures, peration, and foreign enter- 
prises is to serve the party’ policy f openin to the outside worid. This is 
i fresh task, assigned to the trade un thie ew period. Within the scope 
Or tie laws r tiv state, the trade un , , rin into p] iy the rol sf 
protecting the workers’ and investors" |] timate interests, the workers" 
political, cultural, and technical qualities. [Fai in| |Text] [Beijing 

XINHUA Domest ix ervice in Chinese 1224 GMT 18 Jan 
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TRANS PORTATION 


BETTER HIGHWAY PASSENGER TRANSPORTATION URGED 
OW191424 Beijing Domestic Service in Mandarin 1200 GMT 16 Jan 85 


[Text] The State Economic Commission, the State Planning Commission, the 
Ministry of Communications, the Ministry of Railways, and the China Conmmuni- 
cations and Transportation Association jointly held a discussion meeting 

in Beijing from 14 to 16 January to study the question of the division of 
passenger transportation between highway and railway units. 


It was tentatively decided at the meeting that beginning this year, 23 
districts of the Beijing-Shanghai-Hangzhou highway, Beijing - Guangzhou 
highway, Beijing-Baotou highway and Zhengzhou-Xuzhou highway will share some 
short-distance passenger transportation tasks of railway departments. 


At present, the transportation capability of Beijing-Shanghai Railway, Beijing- 
Guangzhou Railway, Beijing-Baotou Railway, and Longhai Railway is inadequate. 
There is a serious situation in which passencers are overcrowded. In the past 
2 years, more than 520 railway cars have been added to the four railways to 
carry more than 65,000 passengers daily. This has alleviated transportation 
pressure somewhat on the railway departments. 


In order to further alleviate the difficulties of railway departments in 
passenger transportation, the discussion meeting made a decision that trans 
portation units of the four highways should gradually reach the ability t 
provide transportation for 400,000 people daily. 


A responsible person of the State Economic Commission said at the meeting: 
It is necessary to fully develop the role of various branches of transporta- 
tion. We should fully develop the role of railway, highway, navigation, and 
civil aviation. We should also fully tap the potentials of existin, 
transportation facilities. We should widen our field of vision, think of w 
and means, improve the present transportation structure, and form a new 
transportation network. 
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ION ‘STRAINED’ FOR SPRING FESTIVAL 
Ljiine XINHUA in English 1529 CMT 21 Jan 85 


ing, 21 Jan (XAINHUA)——People traveling by air, bus, ship and trai 


00 million--seven-tenths of China’s total ropulation-<during thi 
Festival period, 60 million more than last vear. 


Sprine Festival--the Lunar New Year for family reunion--talls 


rather strained for both passengers and cargoes at present wi 
‘ : . ’ ’ ’ 
economy, enlivened market and improved people's Livelihood. 


irban residents in the whole country will have 3 da ff. whil t 
ave more, and some even have halt Month off, 
1, vVice-minister of the State Lcoonomic Uomgaission, sad at eecti 


lay that China would expand air, bus, rail and ship servic: ir i 


wriod from 3] January t ll March. 


ice-miuister of rallways, said at the meeting that an extre & 
ver lay over the period, resulting in a total f 3.35 milli 
lay transported. More than 133 million people would be ri 
irtr t nte wil | pe. T its re Ts t ; ar ~ r 08 ; : : rt : 
rcent more than normal. Extra ships will a rate 
t Wate | | 
iti \iministration of Unina (CAA ’ > ext? 
j t tror a } . 1a be , j . 
. iT Tf i ‘ si ; its nal iS, VJ ul . 
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HONG KONG MEDIA ON CHINA 


GUANGDONG'S TRANSPORTATION REPORTED IMPROVING 
Hong Kong JINCJI DAOBAO [ECONOMIC REPORTER] in Chinese 10 Sep 84 pp 20, 25 


[Article by Shu De [2885 1795]: "“Guangdong's Transportation Conditions 
Improving Day by Day"™] 


Text] In recent years Guangdong Province’s thorough implementation of the 
economic policies of opening to the outside world and enlivening the domestic 
ex iv, energetically developing transportation enterprises and coordinating 
sea, land and air, are causing the province's transportation conditions to 


improve day by day. 

Water Transport Lines Gradually Being Extended 

Guangdong has a long coastline, interlocked inland waterways and good condi- 
tions for the development of water transport. In recent years Guangdong has 
added number of ports open to the outside; within the province funds were 
accul ited and several passenger and freight lines acquired, enabling ship- 
ping on inland waterways and nearby seas to flourish, and making connections 
with Hong Kong, Macao and every country of the world even more intimate. 
Before 1980 the Guangdong Provincial Shipping Company only had the Guangdong- 
Macao and the Jiangmen-Macao passenger air routes having a total of more than 
300 passengers, annually carrying more than 80,000 fares. Since 1980 air 


service has been inaugurated between Hong Kong and Guangzhou (opened 11 Jun 8 


Shantou (23 Jan 80), Jiangmen (12 May 82), Zhanjiang (1 Sep 83), Haikou 

(18 Nov 83), Sanjun (1 Apr 84), Zheoqing (28 May 84) and Taiping (2 Jul 84). 
There is presently a total of 4,160 passenger seats, annually carrying over 
700,000 people. These are increases of 12-fold and 8-fold respectively over 
pre-1980 levels. Three Asia-Hong Kong passenger lines have been inaugurated 
in the sea transportation system. The Zhongshan port is striving to open 
up air service witi: Hong Kong and Macao before the Spring Festival next year. 
At present the Provincial Shipping Company's network of ships navigating the 
Guangzhou-Hong Kong passenger routes alone are the "Xinghu," “Tianhu," 
"Beixiuhu" and “Liwanhu." Conditions have further improved with people 
returning home to visit relatives, tourism, overseas Chinese doing business, 
Hong Kong and Macao compatriots, and foreign businessmen investing in 


Guangdong. 
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etwork has been established. The "Nantunhao™ has been 

pe, the United States and Shenzhen; coastal and inland 
ir north as Tianjin and Dalian, and as far south as Hong 
he Shantou and Zhuhai SEZs’ ocean passenger and freight 


rapici ceveliopILlnye. 


appropriately the needs of shipping development, affected 


ne transformation and construction. A number of new berths 


ted and put into use in Huangpu, Zhanjiang and elsewhere. 


,000-ton berths at Huangpu port has increased from 11 in 1978 


ber at Zhanjiang port also increased from 8 to 9. 
he ocean, Yiwanshen port, has also begun to be used. 
he Zhuhai SEZ's Jiuzhou 10,000-ton multiple deep 


island ocean port's 5,000-ton dock, and the Basuo 


ts’ 10,000-ton docks are now under rapid construction or plan- 
inal construction and full utilization these ports will play a 
the development of Guangdong's water transport. 
nts 1 lr Freight 
transport already has a solid foundation. Scheduled flights 
ivil airport go to every large city in the country as well 
Manila and Bangkok. In the past several years Guangdong's air 
has also had new developments. Shenzhen and Zhuhai's 
t and in service. Construction is speeding up to expand the 
, striving to finish before the beginning of next year. The 
ational Airport is carrying out feasibility studies and 
cting foreign investors. This will gradually improve Guangdong's 
eg 
of Land Route Construction 
onnected to the north and south by rail lines, to Beijing by 
inedong Railway and to Heng Kong by the Guangdong-Kowloon 
en rapid since the double track construction project on the 
zhou portion of the Beijing-Guangdong Railway got underway 
ill portion of the track has been laid. More than 5 kilome- 
kilometer Dayaoshan Mountain tunnel have been opened. At 
} the load capacity increased 13.6 percent over 1978 due to an 
fer station, a preliminary reform of the Pingshi station and 
ment in the tonnage pulled by locomotives. The Ministry 
‘n loans to finance the double line and part of the 
n project. Completion i cheduled for 1988. 
of the uangdonz-Shenzhen railway is accelerating. rhe 
the first project got underway on 1 July. This included 


Tukuange and Lilange transfer stops, expansion of the 








Tiantangwei and Xiayuan stops and construction of a 7-track section and a 
leader line down train stop at the Shenzhen North station. Transport 
capacity on the Guangzhou-Shenzhen line is 30 percent higher than in the past 


The Sanshui to Yaogu section of the Guangzhou Maoming Railway, which pro- 
vides economic links between Guangdong and all provinces in the southwest, is 
89.7 kilometers long. This project was formally begun on 15 Jun 1983 and 
completion is set for 1985. Completion of the Yaogu to Yunfu side line is 
expected by the end of next year. At the end of 1986 it can begin hauling 
ore from the Yunfu sulfurous iron mine. It is expected that foreign invest- 
ment will be principally used for the Yaogu to Maoming section. A Shantou 

to Meixian line and link-up with Fujian are also being actively planned. 


While construction of railways is accelerating, Guangdong is also actively 
undertaking the transformation and construction of the Ganxian highway 
centered in Guangzhou. The Guangdong Highway Construction Company is 
utilizing a low interest loan of HK $150 million provided by the Macao side 
to construct four bridges on the highway between Guangzhou and Zhuhai. 
Formal construction began around 1982. The Sanhongji and Xijiao Bridges 
within Shunde County opened to traffic on 15 January and 16 March of this 
year, respectively. The Shakou Bridge within the city of Zhongshan and the 
Rongji Bridge in Shunde County are expected to open to traffic in August of 
this year and at the time of the National Day festival, respectively. 


Explorations and negotiations with Hong Kong and foreign businessmen are 
being stressed for the Guangzhou-Shenzhen-Zhuhai freeway construction project 
which has long been planned. The first phase of this project utilizing 
foreign funds will be 113 kilometers from Guangzhou to Shenzhen at an invest- 
ment of approximately RMB 880 million yuan. It is planned to open to traitix« 
in 1987. Additionally, businessmen are being contacted regarding a total 
investment of U.S. $40 million for construction of the Jiujiang Bridge 
between Foshan and Zhanjiang, a total investment of approximately RMB 110 
million yuan for construction of a highway between Shenzhen and Shantou, etc. 
After these backbone highways and crucial projects are completed, communica- 
tions and transportation in Guangdong will have a brand new face. 


Long distance transport enterprises are developing. Transportation conditions 
within every city have clearly improved and the quality of service is contin- 
uously getting better. In the past 5 years the Guangzhou municipal publi 
transportation departments and service bureaus have separately set up in 
cooperation with Hong Kong businessmen the Baiyun and Wuyang car rental 
companies and a joint venture fleet. They run by phone reservations, a hand 
wave to flag down a car, and mobile service, facilitating their use by 
domestic and foreign passengers. 
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HONG KONG MEDIA ON CHINA 


UPDATE ON YUNFU [RON MINE CONSTRUCTION 
Hong Kong JINGJI DAOBAO [ECONOMIC REPORTER] in Chinese No 38-39, 1 Oct 84 p 35 


[Article by Zhong Guang [6988 1684]: "Interview at the Yunfu Sulfurous Iron 
Mine Construction Site"] 


|Text] The Yunfu Sulfurous Iron Mine in Guangdong Province is currently 
Asia's Largest sulfurous iron mine under construction. Recently this 
reporter ccnducted an interview there. 


According to mine personnel, the Yunfu sulfurous mine's reserves, discovered 
in the 1960's, are second in the worid (second only to the Sailaki Luoladuo 
[phonetic] mine in Spain). However, the ore's sulfur content puts it on top 
of the list. On an average, the ore is more than 30 percent sulfur, so it 

is an especially large deposit. In 1977, the state decided to make it a key 
project and invest more than 600 million yuan to build a large united mining 
and beneficiation works here to produce 3 million tons of crude ore annually. 


Sulfurous iron is the principal ingredient in sulfuric acid. The acid in 
tucn is an important and indispensable raw material for the pesticide, 
chemical fertilizer, pharmaceutical, explosive, metallurgical, papermaking 
and petroleum industries. People say that a country's industrial level 

can be seen from that country's use of sulfuric acid. Thus, sulfuric acid 
has a reputation as the “mother of industry". In recent years, China's 
sulfuric acid resources have been rather low. Every year it is necessary 

to import a ‘ree quantity of sulfuric ore to make acid and last year 

for the fir vw we imported sulfuric acid itself. This situation will 

be largely ed once the Yunfu sulfurous iron mine is built and underway. 





This reporte: arrived at the mining site, which was in the hollow of a high 
mountain. The workers call this site the ore lake; a twisting highway 
surrounds it with a staircaselike work site. They strip mine here and 

in many places one can see the yellowish-grey ore and ore powder that has 
been unearthed. Rainwater erosion leaves it shiny and glistening Like gold. 
No wonder sulfurous tron ore is also called "fool's gold". Engineering and 
technical workers told this reporter that beneath our feet were 100 million 
tons of ore at a maximum thickness of 160 m. Alongside, a loader made in 
Shanghai was loading ore onto a large truck. Here they both construct and 
produce. Last year they mined 350,000 tons of ore and through the end of 
May of this year, more than 197,000 tons were mined. 
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This is a relatively large mining project. In order to strip mine, 


the workmen had to entirely strip off the earth and stone which ve! 

the ore bed. This project alone meant excavating more than ) million 

Sq m of earth and stone. This matter could pave a highw from Guan 

to Beijing that would be 2 " high and 5 m wide. The mine includ 

25 projects, such as mining, beneficiation, crushing, wate ipply, 
transforming electricity, a railroad, a wharf and telecommunication 

The tallest workshop here is 28 m and the heaviest machinery weighs 51 ton 
It is necessary that there be no posts across the concentrate filter worksh 
which spans 27 m and is built in the beneficiation plant le- walt 

the mountain. To stabilize the slope against landslides, | dug sia 
beneath the factory site, forming six cavities that are almost 4 sq m in 
area and 28 m deep, and poured in a great quantity of reinforced crete 
Now, 13 of these 25 individual projects are basically finished. ie minin 
and crushing projects are about done, and the water supp] roject from 
the Xijiang River, the telecommunications project, oil plant and car repaii 
and machine shops are all done. The crucial investment project 
beneficiation and high grade ore crushing are under construction; most 

the equipment has been installed and some machines are being trial run. 

At the same time, the mine's ancillary railway from Sanshui t u 

the mine's own feeder line are unter full-scale construction. r ini 
area's huge electricity transmission project is also underway in an attempt 
to finish it at the same time as the mine. More than 5,500 construction 


workers are now on the job day and night. 


According to a division manager of the mine's technical development 
department, the mine plans to trial produce 600,000 tons of crud 

next. year and this will increase every vear thereafter. Based on the plan, 
the "golden baby" will annually produce products worth 150 million yuan 

by 1988, providing the state with more than 50 million in tax revenu 

They say that the state urgently needs sulfurous iron ore. Ever lay that 


construction is done ahead of schedule means earlier providing the stats 
with a daily income of 200,000 yuan. 


I was informed that the mine has imporced various kinds of productior 


equipment worth more than 110 million yuan. But by and large most of ¢ 
equipment here is still "made in China". The automatic grindin chine 
and 53-meter density machine [nongmiji 3426 1378 2894] in the Mofu irksh 


are currently the largest and most advanced machines of their kind in 


This mine is located more than 4 km from the Yunfu County seat. ne ear 
ago, the place was still a barren mountain top but now a new town i 

springing up; there are asphalt roads and row upon row of houses. er 

are currently 8,000 to 9,000 workers and dependents in all. The Dajiangping 
and Gaofengzhen residential areas ave already been built. There ar tol : 
a post office, a bank, a school and an agricultural market. i 1979, 


workers’ dormitories totaling more than 65,000 sq m have been built. 
More than 1,200 workers’ households have moved into the new residen 

A small park and swimming pool have been built here and a ern movi 
theater that seats 2,000 is under construction. 


12615 
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HONG KONG DOLLARS ILLEGALLY PURCHASED ON BORDER TRAIN REPORTED 
Hong Kong TA KUNG PAO in Chinese 31 Oct 84 p 3 


{[Article: "Background to Black Market Purchasing of Hong Kong Dollars 
Aboard the Guangzhou-Shenzhen Train" ] 


[Text] The Guangzhou Police Department is taking action to ban black market 
purchases and sales of Hong Kong dollars. 


Black market buying and selling of Hong Kong dollars on the Guangzhou-Shenzhen 
rail line has been going on during the past year sometimes in the open, 
sometimes in secret. The price of exchanging HK$100 on the black market 

is RMBS$48-49 yuan. Since the summer of this year, money-changing activities 
have practically gone public, and the black market price has risen to mors 
than 50 yuan, which is approximately 50 percent higher than the state's 

quoted market price. 


Something bizarre has been going on on trains along the Guangzhou-Shenzhen 
line since mid-August of this year. Passenger cars departing from Shenzhen 
carry men and women, mostly young people, who have no Luggage but only 

a pouch in hand. Sometimes three to five persons form a group, sometimes 
one or two run the racket. They split up and do their work in every car. 
There are particularly many Hong Kong passengers returning home on the 
earliest passenger train. At times every seat on the train is taken so 

the “odd passengers" can purchase standing tickets and do not try to grab 
seats. Thus, they can roam here and there going to every car. Sometimes 
they speak in hushed tones, inquiring of practically every passenger, 

"Do you have any Hong Kong dollars you want to change? Forty-nine smackers!" 
Some “odd passengers" also use code words, like, "Do you want to buy any 
boiled dumplings?" Obviously, they know that their acts are illegal, 

yet they continue them in full public view. 





When the train stops at Zhangmutou or Shilong, this group of "odd passengers" 


gets off and another group boards and continues the process. 


What is surprising is that no one interferes in these black market deals 
on the train. It is possible that the “odd passengers" at times rely on 
the strength of crowds. The train conductress simply dares not make a sound 


about it but just opens her eyes to it. The normal "train police” on 
patrol seldom appear. 
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ihis group of male and female “odd passengers" does not stop after aski 

each passenger once, but they pester and harass them, asking as many a 

5 or 10 times. Except for the individual Hong Kong passengers who moment 

gains a petty advantage by exchanging HK$400-500, most passergers do 

take up the offer. From this point of view, most Heng Kong passengers ha 
notion of the legal system, well understanding that this is illegal. 

They are wise and play it safe, avoiding stirring up trouble with the 

authorities. Naturally there are those who see groups of people publi 

buying Hong Kong dollars at a high price and fear that the bills exchany, 

are fake, so they do not jump onto the bandwagon. 


Actually, this group of “odd passengers" carries quite a bit of RMB; 
some tie it in a “secret spot" above their shins. What on earth is t it 
moti ve? 


According to those who know about these things, this group of "odd passene 
all come from the communes along the Guangzhou-Shenzhen rail line. The, 
trade their "wages". In reality it is organized black market purchasing 
of Hong Kong dollars. 


It is said that in recent years the rural economy has tremendously chang: 
for the better and the peasants have become rich very quickly. They urge 
need to purchase cars and other means of transportation. Since domestic 
production of cars cannot meet demand, they have no choice but to think ot 
getting something from overseas. Provided they have Hong Kong dollar 

‘rr foreign exchange in hand, they can find a way to buy a truck from 
Hong Kong in the Shenzhen border zone for 4,000 to 5,000 yuan. They can 
turn this to good account, for example, by transporting agricultural and 
sideline products for sale and earn a bundle. Some sell their purchases 
to various inland provinces, at a price of up to RMBS$30,000 to 40,000, 
again earning a bundle. In the countryside right now, they have RMB and 
lack foreign exchange. As a result they are unscrupulous, even sendin 


large groupe of people abroad to buy Hong Kong dollars on the black market. 


Vehicles are needed in the countryside and it is good that they want to 
distribute agricultural products, but the “heat wave" of buying Hong Kong 
dollars on the black market destroys the state's foreign exchange contro! 
system. It is illegal behavior that the authorities should control in 
iccordance with the law. However, from another angle, to adapt to the ne 
rural situation, would it not be good if the central and local government 
could provide a certain quantity of foreign exchange to rural areas to n 
basic demands and at the same time strictly curb black market exchang 
sales of foreign exchange? Nonetheless, in this way more than USS10 bil 
in foreign exchange that the state accumulated would be entirely spent 

in one blow. 
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CHARTERED BANK REPORTS DAYA BAY NUCLEAR PLANT INVESTMENT 
Hong Kong TA KUNG PAO in Chinese 2 Nov 84 p 9 


(Article: "Funds Being Raised for Shenzhen's Daya Bay Nuclear Plant; 
Chartered Bank In On the Loan, Estimated To Be 20 Million British Pounds; 
Baoyuan Investment To Become China Power's Financial Consultant"] 


[Text] Bai-lang [phonetic 4101 2597], general manager of the Standard 
Chartered Bank, told this reporter yesterday that the bank is making 
arrangements to lend 10 to 20 million British pounds (approximately 

HKS95 to 190 million) to the Daya Bay Nuclear Plant. Its subsidiary company, 
the Baoyuan Investment Co, Ltd, will become financial consultants to the 
China Power Co, Ltd. 


When asked whether the bank would participate in cooperation with China, 
Bai-lang said that the Chartered Bank has a very close relationship with 
China. The relationship between the two will continue to strengthen; 
right now the bank is actively involved in China's debit and credit plans 
and is setting up a branch in Shanghai. 


Barbei [Ba-bai 1572 2572], group chairman of the bank, said that the 
agreement reached between China and Britain concerning the future of 

Hong Kong was better than he had anticipated and the Chartered Bank group 
has full confidence in the future of Hong Kong. In the future they will 
continue to be interested in Hong Kong. 


He also pointed out that he was surprised at the speed with which the economic 
plan of China's Third Plenum of the llth CPC Central Committee has dey.loped. 
It will have a great influence on Hong Kong, as will the equally rapid pace 

of opening up China's departments and households. In the future there will 

be many development opportunities for Hong Kong businesses. 


When asked his opinion of the Hong Kong Fa Chao Bank, Bai-lang said that 
although the Sino-British accord was not very clear on this point, he believed 
that the present situation would be maintained after 1997. The local banks 
here should strengthen cooperation in the scientific and technological areas, 
such as developing automatic tellers and automated systems. 


12615 
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Corp and Chartered Bank" 

| Text Li Xiangru 62 +382 3843], manager of the Shanghai Mun} pal Peoy 

Bank and director re oun  snans ’ subbu iu rT (the state Administ it 

Exchange Control, announced t ivy Ww meeting by appointment the responsible 

persons of the Shangha branches r the ans f East Asia, the Oversea: 

Banking Corp, the Hongkong and Shanghai Banking rp and ihe tandard Chartered 
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HONG KONG MEDIA ON CHINA 


WORLD'S LARGEST HYDROPOWER STATION TO BE BUILT IN CHINA 
Hong Kong WEN WEI PO in Chinese 3 Dec 84 p 2 


LArticle: "The World's Largest Hydropower Station Will Be Built on the Three 
Gorges" | 


[Text] After a long period of prospecting, investigation, study, designing 
and preconstruction preparation, public bidding for part of the project of 
China's Sanxia hydropower station has already begun getting ready to break 
ground and start construction. 


The over 400,000-word feasibility study report has been submitted to the cen- 
tral authorities for examination and approval. The Sanxia designing and sci- 
entific central building has been completed and put into operation in Yichang, 
Hubei; the construction of the 40-km-long highway from the Gezhouba Dam to 
Sandouping, the site of the Sanxia Dam has begun; the dredging of diversion 
canals will start next year and the pouring of concrete for the big dam wiil 
begin the year after next; and the entire project will be completed in the 
1990's. 


When completed, the Sanxia Dam, 540 feet in height, will stand prodigiously 
on the roaring watercourse of the three gorges in a manner that it “controls 
Sichuan in the west by commanding innumerable valleys and links up the State 
of Chu in the east domineering over a thousand mountains.” It will basically 
solve China's major chronic problem of electric power deficiency. 


Power deficiency and poor transport facilities amount to a bottleneck hampering 
the advance in giant steps of our economy. The north has coal, the western 
part has water resources, only the economically developed east China and 
central-south China are both coal- and water-poor thereby seriously affecting 
China's economic growth. The Sanxia hydropower station will be situated at 

the converging point of the energy distribution lines which will provide ample 
power resources for east China and the central-south region thus filling in 

the needs for energy in China's electricity-poor areas and its contributions 

to the four modernizations will be tremendous. 


Summing up all recent reports concerning the construction of the Sanxia hydro- 
power station, the following are noteworthy: 
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HONG KONG MEDIA ON CHINA 


CONSUMER DURABLES IN BLACK MARKET 
Hong Kong WEN WEI PO in Chinese 3 Dec 84 p 3 


[Article by Zhao Tong [6392 4592]: "Resale Activities of Durable Consumer 
Goods With Illegal Price Hikes"™] 

[Text] China's consumption trend has undergone a strong change as the people's 
income has improved. The common people all wish to buy refrigerators, washing 
machines, color television sets, video-taping machines, automobiles and other 


durable consumer goods. 


However, since the output of the durable consumer goods concerned in China 
cannot keep up with the growth of the people's purchasing power at the moment, 
the contradiction between demand and supply has become extremely prominent. 


Precisely because of supply falling short of demand, resale activities of dura 
ble consumer goods with illegal price hikes have emerged in the market. "Mid- 
dle merchants" who have connections with commercial departments are able to 
buy color television sets or automobiles ahead of others; only by sitting 
around in a restaurant or a hotel and without even seeing the merchandise, they 
could earn over 100 percent in profits simply by transferring a manifest, a 
19,000-yuan automobile produced in China, after changing hands through sales 
and resales with illegal price hikes added at each resale, may in the end be 
sold at 40,000 yuan. 


Those involved in sales and resales with illegal price hikes added at each 
resale and after earning their money have also engaged in foreign exchange 
transactions in the same manner by illegally purchasing foreign exchange at 

a price higher than the state foreign exchange quotation and using it to pur- 
chase other imported durable items to enlarge the source of goods supply for 
sales and resales with illegal price hikes. 

The sales and resales of durable consumer goods with illegal price hikes added 
at each resale has two kinds of extremely detrimental economic consequences: 
one, inflating prices and undermining the people's morale, and leading con 
sumers into thinking that the price »f durable consumer goods is rising and 
that the paper money is depré iting in value; two, the state's foreign 
exchange has been fraudulently bought up so that the useful foreign exchanges 


‘annot be put ¢t a more urgent use 
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HONG KONG ECONOMIC TRENDS 


LOWER HONG KONG DEFICIT, HIGHER TAXES, CLOSE CHINA RELATIONS SEEN 





Hong Kong WEN WEI “ in Chinese 21 Oct 84 p 4 
(Article: "Fina,. Department's Peng Lizhi Reveals Hong Kong's Deficits 
Will Be Reduced Next Year; Tobacco, Alcohol, Automobiles Might Be Taxed; 
liong Kong's Economic Relationship with Mainland China To Become Increasingly 


, 


(fext] in a recent overseas phone interview, Peng Lizhi [1756 0536 3112] 

of the Department of Finance indicated that Hong Kong's economy recovered 
shortiyvy after initialling [the Sino-British Joint Declaration on the Question 
of Hong Kong] and Hong Kong's economic ties with mainland China would become 
iucreasingly close. He said that next year the deficit figure would be 
reduced to 1 billion yuan and that taxes on tobacco, alcohol and automobiles 
could further increase. 


The Department of Finance discussed Hong Kong's economy, finances, mainland 
China's role in Hong Kong prior to 1997, and calculations of next year's 
budget deficit and the tax revenue budget in an interview with [phonetic] 
Du qiong-si Qiongsi [2629 3890 2448], AP reporter. 


ihe Department of Finance's goal is to reduce next year's deficit to 1 billion 

yuan. They hope that increases in trade will augment Hong Kong's income so 

that it will be unnecessary for the government to increase taxes. However, 

he emphasized that taxes would be levied on luxury items. This could extend ¢ 
to tobacco, alcohol and gasoline to maintain stability in the Kong Kong 

Government's real income. 


Now that initiciling is concluded, Mr Peng shortly expects to see a recovery 
in Hong Kong's economy and stocks, particularly the real estate market. 
Although Mr Peng said that Hong Kong cannot hope nor anticipate a return 

to the flourishing real estate market of the 1970's, he said that he is 
fully aware of the draft's annex concerning land leases. At the same time, 
the draft says that the Government of Hong Kong can request a land grant 

of 50 hectares a year to a special land committee. However, he cannot see 
that the Hong Kong Government would have a need to grant more than 50 hectares 
a year. As for the land lease provisions in the draft, Mr Peng said that 
people have taken note of mainland China's willingness to recognize the 
99-year leasing rights. 

















Mr Peng indicated that the relationship between Hong Kong and mainland China 
is becoming increasingly close. He said that trade figures for the third 
quarter that have not yet been made public show that mainland China has 
become Hong Kong's second major export market, surpassing Japan. He feels 
that Hong Kong would be greatly affected if China continues to modernize. 


Mr Peng said that mainland China's involvement in Hong Kong's economy is 
bound to increase as 1997 approaches; penetration of banking operations 

is one way for this to happen. He expects that mainland China will find 
a way to open a People's Bank of China in Hong Kong. 


Nonetheless, he denies some foreign rumors which say that mainland China 
could be forced to manage Hong Kong's financial system or take over the 
Huifeng Bank's position. He also said some day mainland China may want 
to become a member of the Foreign Excliange Fund Consulting Committee, 
but it has not yet submitted an application. 


12615 
CSO: 4006/78 


190 














JPRS-CEA-85-016 
13 February 1985 


HONG KONG ECONOMIC TRENDS 


HEAD OF JARDINE-MATHESON PREDICTS RESURGENCE OF HONG KONG ECONOMY 
Hong Kong TA KUNG PAO in Chinese 27 Oct 84 p 9 


[Article: "Jardine-Matheson's General Manager Wei Gen Says Hong Kong's 
Economy Will Continue To Develop and Will Have a New High Tide Within Five 
Years; J-M'sTrade Policy Reformed To Meet Inland Demand"] 


[Text] Wei Gen [7279 2704], manager and chairman of Jardine-Matheson, Ltd 
(China), said during an interview on 24 October, "I can say with certainty 
that this company will do business according to established principles and 
will not leave Hong Kong. We have full confidence in Hong Kong's economic 
development." 


As for the incident involving Jardine-Matheson's move to Bermuda, Wei Gen 
said that his company did not actually transfer any funds overseas nor 

send any personnel to Bermuda. Technical arrangements such as these 

have no effect on the company's business in Hong Kong and inland China. 

The company has a 150-year history in international business and its base 
of operations and major assets are in Hong Kong. The Bermuda office 

only handles business outside of Hong Kong and inland China. In 1983, 

for example, 69 percent of their total investment was in Hong Kong and 

Hong Kong and inland China accounted for 40 percent of the entire company's 
prefits. 


Wei Gen revealed that Jardine-Matheson has a wide range of business in 

inland China. Some of the Hong Kong business basically is inland as well. 
Currently we are trying to discover what it is that the Chinese want. 
Jardine-Matheson is making elevators in a joint venture with China, investing 
in a Chinese airplane food service industry and setting up a service station 
for the South China Sea oil fields in Shekou. The next step of cooperation 
with Caina includes the transportation industry, development of energy 

and South China Sea offshore oil resources, as well as engineering and 
construction. 


Wen Gei indicated that the resolution announced by China concerning 
reforms of the economic sy::tem conforms more to market laws and that 

it is an extremely timely and good policy. Reform of China's industries 
can benefit Hong Kong. I believe that there will be a visible increase 
in the number of Hong Kong businessmen who do business in inland China. 
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Our cooperation with China is exciting; it is more successful than expected. 
The company was reformed this year in line with China's trade policies to 
meet the needs of the developine China market. The old method of doing 
business through the company's China Trade Department has been changed to 

a method of direct negotiations with any subsidiary company. Wei Gen feels 
that there has been a boost in people's confidence and the economic recovery 
has gained momentum since the Joint Declaration initialed by China and Britain 
concerning the Hong Kong question was announced. He firmly believes that 

in the next 5 years there will be a new high tide in Hong Kong's economic 
development. 
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HONG KONG ECONOMIC TRENDS 


HONG KONG'S FUTURE FOREIGN ECONOMIC RELATIONS DISCUSSED 


Hong Kong JINGJI DAOBAO [ECONOMIC REPORTER] in Chinese No 42, 22 Oct 84 
pp 5-6!) 


[Article by Fu Wen [4569 2429]: “Hong Kong's Puture Foreign Economic 
Relations; Considerations for Maintaining and Developing Hong Kong's Foreign 
Economic Relations" ]} 


(Text) Editor's note: The advantages of maintaining and 
developing Hong Kong's foreign economic relations include: 
(1) In the Sino-British Joint Declaration, the Chinese 
Government clearly proclaimed that it shall bestow upon 
Hong Kong authority to maintain and develop its foreign 
economic relations; the governments of both China and 
Britain shall work toward this end; (2) it is technically 
feasible for Hong Kong to maintain its position in inter- 
national economic organizations; (3) it is in the economic 
interests of various countries to maintain and consolidate 
Hong Kong's international economic position. However, 
maintenance of Hong Kong's stability and prosperity is 

an even more important factor for the maintenance of 

Hong Kong's international economic position. 


This issue will make a preliminary inquiry into how to 
preserve and develop Hong Kong's foreign economic relations. 


According to the principles and policies proposed by the Chinese Government 
and the Joint Declaration initialed by China and Britain, Hong Kong wil! 

both change and remain the same before and after 1 July 1997. The unchanging 
aspect is that Hong Kong's social and economic system and Lifestyle will 
remain unchanged until the year 2047. The change will be that Hong Kong, 
which has been a "British colony" for the past 100 years, will become a 
Special Administrative Region [SAR] of the People's Republic of China and 
return to the embrace of the motherland. Since this is a historic change, 


it involves some problems that must be solved, particularly the maintenance 
ot Hong Kong's international economic status, namely, maintenance of 
Hong Kong's foreign economic relations. It can be said that this question 


has attracted great attention from all corners and therefore is worthy of 
study. 
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Hong Kong's Economic Lifeline 


Hong Kong has never had the authority to handle its own foreign affairs. 
Nonetheless, it has had extremely close relations with the outside world, 
particularly economic ones. This is principally exhibited in the following 
areas. 


(1) Hong Kong participates in international multilateral organizations 

or agreements. Documents compiled by the legislative and administrative 
offices of the Hong Kong Government last year (concerning Hong Kong's 
multilateral treaties) indicate that Hong Kong concluded 306 international 
multilateral treaties through March of last year, of which, nearly 100 were 
in the economic, financial, trade, commercial, communications, transportation, 
or telecommunications categories. Included were the General Agreement on 
Tariffs and Trade [GATT], the Multi-Fiber Agreement, the Generalized System 
of Preferences and other important agreements. Additionally, Hong Kong 

is a member or participant in the Unit’ d Nation's Conference on Trade and 
Development, and the UN Economic Committee on Asia and the Far East, 

the Asian Development Bank and other organizations. 


(2) Countries that have close economic ties with Hong Kong have established 
official or semiofficial economic and trade organizations. Up to now, 

Hong Kong has commissioners or official representatives in London, Vienna, 
Brussels, Washington and New York. There are industrial investment promotion 
firms of the Office of Industry located in London, San Francisco, Stuttgart 
(West Germany) and Tokyo. Semiofficial trade development offices and tourism 
agencies are found in cities in Europe, America, Oceania and Southeast Asia. 
Consultants of trade development offices are also in some countries in 
Africa, the Middle East and South America. 


(3) Many countries have official or semiofficial organizations in Hong Kong. 
At the end of last year, 15 British Commonwealth nations had commissioners 
or honorary consuls in Hong Kong and 54 non-British Commonwealth nations 

had consulates or honorary consulates. 


People say that foreign economic relations are the lifeline of Hong Kong's 
economy; this is probably not an exaggeration. For Hong Kong to develop 
into an international financial, trade, communications and transportation 
center on such a small parcel of land and with so few people today is really 
inseparable from foreign economic relations, particularly the advantages 
provided by several important international agreements. It is very possible 
that Hong Kong's exports would meet with discrimination if they were not 
supported by GATT's free trade principles (which in the main state that 
member countries shall not Limit the competition of imports via nontariff 
barriers or other measures; that import quotas shall be implemented only 
under special circumstancese; customs duties and other restrictions must 

be equally applied without discrimination to all member countries). 

If there were no Multi-Fiber Agreement, Hong Kong could not export such 

a relatively large quantity of textile goods and its largest industry, 
clothing, would find it difficult to survive. Hong Kong's products that 

are sent to the developed countries would face greater competition if the 
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UN Conference on Trade and Development did not seek to have a generalized 
system of preterences. Furthermore, the large role played by the official 
and semiotficial organizations between Hong Kong and foreign lands toward 
developing trade, investment and tourism in Hong Kong should be recognized. 
All indicate that Hong Kong's foreign economic relations must be continuously 
maintained and developed to preserve Hong Kong's stability and prosperity 
after 1997. However, due to the fact that most of Hong Kong's foreign 
economic relations were established while Hong Kong was a British colony, 

it is hard for people not to worry about the prospects for Hong Kong's 
foreign economic relations after its position changes. 


Appropriate Arrangements Are Being Made for the Joint Declaration 


Hong Kong will undeniably face some difficulties to maintain and develop 

its foreign economic relations after 1997. But it is certain that its future 
will not be gloomy. Mainly because, looking at the situation from various 
respects, there are advantages to Hong Kong's further development of these 
relations. 


The first advanta,e is that the Joint Declaration and appended documents 
initialed by China and Britain make appropriate arrangements for maintaining 
and developing Hong Kong's foreign economic relations. 


In the initialed document, the Chinese Government respects the declaration 
and shall, upon resumption of the exercise of sovereignty over Hong Kong 
establish the Hong Kong SAR. Maintenance of Hong Kong's status as a free 
port and separate cvstoms area are established prerequisites for the 
continuous development of Hong Kong's foreign econowic relations. 


In the document, the Chinese Government also solemnly dec!ares that Hong 
Kong may on its own, using the name “Hong Kong, China", maintain and develop 
relations and conclude and implement agreements with states, regions and 
relevant international organizations in the appropriate fields, including 
the economic, trade, financial and monetary, shipping, communications, 
touristic, cultural and sporting fields. Additionally, the Chinese Government 
made thorough arrangements regarding several important aspects of Hong Kong's 
foreign economic relations. Based on these arrangements, international 
agreements to which the People's Republic of China is not a party but which 
are implemented in Hong Kong may remain implemented in Hong Kong in an 
appropriate capacity and it will be up to Hong Kong to decide whether 
international treaties concluded by China are appropriate for Hong Kong. 
Hong Kong shall not lose its position in international organizations of 
which both China and Hong Kong are participants. As for organizations in 
which Hong Kong is a participant but China is not, Hong Kong can maintain 
its status in an appropriate capacity. Hong Kong may, as necessary, 
establish official and semiofficial economic and trade missions in foreign 
countries; it need cnly report the establishment of such miseions to the 
Central People's Government. The advantages to foreign organizations 
established in Hong Kong shall naturally be preserved. All of these truly 
guarantee Hong Kong's authority to continuously develop foreign economic 
relations via its original channels. 
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The Chinese Government shall not only bestow on x Kong the authority 

to develop foreign economic relations; furthermore, it wil) adopt the 
necessary measures to assist it. To make Hong Kong a separaie customs 
territory, maintain its economic relations, and ensure tly contimertion 

of Hong Kong's concerned international authority and obligations, China and 
Britain shall take appropriate action which will emerge from discussions 
within the Sino-British Joint Liaison Group. Rest assured, the maintenance 
and development of Hong Kong's foreign economic relations should be much 
easier due to the efforts and assistance of China and Britain's international 
stature. 


Technical Difficulties Can Be Overcome 


It is generally felt that it will not be very difficult for Hong Kong te 
maintain its official and semiofficial missions with foreign countries after 
1997. However, th> international agreements must continue to be appropriate 
for Hong Kong and technical obstacles must be faced. This is one of the 
reasons people are wor~ted about the prospects for Hong Kone's foreign 
economic relations. From the present vantage point, technical obstacles 
cannot be terribly atifficult to overcome. 


Hong Kong's appropriateness as a member of GATT after 1997 can continue 
by the following means: 


(1) Prior to 1997, the British Government could act on behalf of and assist 
Hong Kong obtain signatory stature in GATT. GATT, Article 26.4.2 provides, 
"Provided further that if any of the customs territories on behalf of which 
a contracting party has accepted this agreement shall possess or acquires 
full autonomy in the conduc. of its external commercial relations and of 

the other matters provided for in this agreement, such territory shall, 

upon sponsorship through a declaration by the responsible contracting party, 
be deemed a contracting party." Since Hong Kong is a separate customs 
territory and is also “most applicable and responsible” (Preamble, GATT) 

in the General Agreement, then it fully meets the criteria of a formal 
contracting varty. 


(2) It China joins GATT prior to 199/, then the agreement will naturally 
remain in force in Hong Kong thereafter. However, Britain will no longer 
represent Hong Kong. China was one of the founders of GATT. However, 
China withdrew because of Taiwan's illegal usurpation of China's seat. 
There have been other difficulties since then and its status as a signatory 
nation has not yet been restored. However, in recent years China has been 
in contact with GATT. Thie has included sending observers to attend the 
meetings and entering into the Multi-Fiber Agreement appended to GATT at 


the end of last year. It is generally held that China would not be cefused 
if she made a formal appeal to reenter the agreement, due to prepacations 
in the past few years to further open to the outside world and the stress 


on transforming her foreign trade and currency exchange systems. 


(3) According to Article 38 of the General Agreement, Hong Kong should 
break away from its cependence on Britain and apply to become an independent 
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contracting party. The relevant article states: “A government not party 

to this agreement, or a government acting on behalf of a separate customs 
territory possessins full autonomy in che conduct of its external commercial 
relations and of the other matters provided for in this agreement, may accede 
to this agreement, or its own behalf or on behalf of that territory, on terms 
to be agreed between such government and the contracting parties." 


As tor the method chosen, we trust that a decision can be made based on actual 
conditions during the transitional stage. 


We Should Obtain the Support of Various Countries 


Some say that the question of Hong Kong's futu:re can be decided via 
negotiations between China and Britain. However, preservation of Hong Kong's 
foreign economic relations cannot be decided between two countries alone. 
Indeed, if other countries do not support it, maintenance of Hong Kong's 
international economic position will be just a wish. From the present 
vantage, however, there is little Likelthood of this happening because 

it is advantageous to all Third World countries to preserve and develop 
economic relations with Hong Kong after 1997. 





Hong Kong exports a large volume of goods around the world, but Hong Kong 
itself is a commodity market with an enormous capacity. Last year, Hong Kong 
imported goods worth 175,442,000,000 yuan from more than 100 countries and 
areas. If we calculate according to the average annual Increase in imports 
since the war, in 1997 Hong Kong will be a large market having annual 

imports worth 900 billion yuan, and it will still be a free and open market 
with unrestricted goods that is not bound to any country. Such a situation 
shows that they must pay the price of losing the Hong Kong market if Hong 
Kong's export goods meet with discrimination. 


Although Hong Kong offers no reward to foreign investors, tt nonetheless 
has advanced telecommunicatioas equipment, conventent communications and 
trausportation, a free flow of funds, low tax rates and it does not 
discriminate against foreign investors. Thus, it has been regarded as 

a place in which it is worth investing and where it is easy to earn money. 
Actually, by the end of June of this year, almost 2,000 foreign firms were 
registered in Hong Kong. By the end of last year, foreign manufacturers 
invested a sum of 7,839,000,000 yuan. It is estimated that following 

LO or so years of development, foreign investors in Hong Kong will have 
greater profits. Under such circumstances, tf the concerned countries 

no longer support Hong Kong's international economic position, they will 
harm the interests of their own tnvestors in Hong Kong. 


Hong Kong is the southern gate to China; it occuptes a pivotal location 

in the Pacific. Therefore, Hong Kong is an irreplaceable springboard for 
those watching China's economic prospects and the positive development 

of China's economic relations. Furthermore, Hong Kong is the best business 
expanston stronghold for those industries and commerce spreading their 

arms and legs into the Pacific age of the world economy. That is to say, 

if the concerned countries do nct support economic relations with Hong Kong, 
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it will be hard for them to take advantage of Hong Keng's favorable 
geographic position. 


There has been an enthustastic international response to the announcement 

of the Sino-British Joint Declaration, obviously because of the aforementioned 
economic advantages and because the principles and policies propose’ by China 
for solving the Hong Kong question are feasible and rational. All of the 
countries that have close economic relations with Hong Kong tssued statements 
or said that they praised a full resolution of the Hong Kong question, 
indicating support for Hong Kong's position. Among these, statements by 

U.S. Secretary of State Schultz, a joint statement by the ministers of the 
EEC countries and cfticial Japanese Government «tatements clearly illustrate 
a desire to maintain relations with Hong Kong and support for Hong Kong's 
position in GATT and other internaticral organizations. It is possible 

that Hong Kong's future foreign economic relations wil! develop further 

since the world's economic powers and the decisive countries in internationa! 
treaties and organizations support Hong Kong. 


Hong Kong‘s foreign economic relations have a cause-and-effect relation 
with its stability and prosperity. If foreign economic relations cannot 
be maintained, then stability and prosperity will mean nothing. Likewise, 
it Hong Kong is unstable and not prosperous, it will have no International 
Stature. Thus, despite the advantages of preserving foreign economic 
relations, it is even more important to maintain stability and prosperity 
in Hong Kong during the transictonal period. 
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